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Noone consulted about unit trust investment, need have any hesitation in recommending 


FIFTEEN MOORGATE UNIT TRUSTS 


The Trusts are: 

Provident Investors Trust 

Hundred Securities Trust Investors Gold Share Trust 

Investors Second General Trust Investors Flexible Trust 
Savings Unit Trust 


Moorgate Unit Trusts Ltd., a company | 
closely associated with Dawnay Day & 
| Co. Ltd., merchant bankers, and are notable 
j for their flexible management powers. Each 


} ‘preads its funds over an extensive list of first- | Over £10.000,000 has been invested in these 


These Trusts are managed by Fifteen 
Security First Trust 
| 
\ 
| 


H class stock, shares, ¢ ios | 
Socks and shares, and the portfolios | Trusts and more than £1,000,000 has been 


| taken as a group include 197 different securities 

) “ranged in carefully selected categories which 

} Ver virtually the whole field of prudent 
investment. 


distributed in nett cash dividends. 


Full details are given in the official handbook 
| C6 which is the basis of all transactions. 
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THE BANKER 


A Banker's Diary 
Mid-July—Mid-August 


IN his notes this month on “ Matters of Law, 
Mr. Maurice Megrah points out that bankers, no less than 
stockbrokers, solicitors, financial journalists 
The Banks and others who give investment advice in the 
and “Clause normal course of their business, may find 
Nine” — themselves endangered by Clause Nine of the 
proposed Sharepushing Bill as this is worded 
t present. It may be assumed that no banker is likely 
to tind himself in the position of having made a statement 
which he knows to be “ false, misleading or deceptive,” 
or of dishonestly concealing material facts relating to an 
investment. Acting in the utmost good faith, however, 
he might be held to have made a statement which he 
‘could reasonably be expected to know to be false”’ or to 
have made a “ promise or forecast which he has no 
reasonable ground for supposing to be likely to be 
fulfilled.” Any recommendation made on the basis of 
information held to be faulty or inadequately verified 
might under this clause render a banker liable to criminal 
prosecution. The position is not made any easier by 
the fact that the statement in question need not even 
be explicitly a piece of investment advice; the penalty 
applies if the statement ‘* induces or attempts to induce ' 
another person to undertake a share transaction ; and it 
is possible to “ induce "’ without attempting to do so. 
The danger that the Public Prosecutor might be persuaded 
to take action against a banker whose advice to his 
customers had turned out unhappily might in practice 
be a remote one, but it is nevertheless undesirable that 
so sweeping a clause should be placed on the Statute book. 
It is to be hoped that the banks will, as Mr. Megrah 
recommends, hold a watching brief to ensure that this 
does not oceur. 


” 


HE overseas trade figures for July were scarcely en- 
couraging, for apart from the continued decline in the 
volume of trade they showed, in contrast 

Import Sur- With the three prece ding months, a larger ad- 
plus Rising verse balance than in the corresponding 
Again month of 1937. Ascompared with July, 1937, 
imports were 411-6 millions lower at £73°9 
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millions and total exports {12-3 millions lower at {42-1 
millions, so that the import surplus for the month amounted 
to {31-9 millions, against £31-1 millions. July had one 
working day more in 1937 than in the current year, but 
if the figures are reduced to a working day basis they 
still show a contraction, the daily rate of imports being 
{2-84 millions, against {3-17 millions in July, 1937, and 
average daily exports {1-62 millions, against £2-o1 mil- 
lions. On the other hand, July had one working day 
more than June, so that although exports of United 
Kingdom goods were {£576,000 higher than in the 
preceding month the dz ily rate of {1-44 millions compares 
with {1-47 millions for June. The returns are summa- 
rized in the following table :— 
July, 1938 June, 1938 July, 193 


£ mill. £ mill. £ mill. 
Imports ‘ wi 73°9 76: 5 85°5 
Exports, U.K. goods ~ - 37°5 36-9 47°06 
Re-exports .. cs - 4°6 5:0 6-8 
Total exports = acs 42:1 41°9 54°4 
Import surplus iia ad 31°9 34:6 31I°1 


For the first seven months of the year imports total 
£543°1 millions, a decrease of £259 millions, and exports 

308-0 millions, a decrease of “138: 3 millions, the import 
surplus f or the period thus amounting to {235-1 millions, 
as compared with {222-7 millions in 1937 and {185-6 
millions in 1936. Hence the adverse balance, which at 
the end of March showed an increase on the year of 
{18-4 millions, but at the end of June an increase of 
{11-3 millions, is now £12-4 millions higher than at the 
corresponding date in 1937. 


To soften these unfavourable comparisons, two points of a 
consolatory nature are perhaps worth mentioning: the 
current figures are now being compared with 

Balance of those at the height of an export boom; and 
Trade sterling has only recently had the benefit, for 
Problems what it is worth, of a downward adjust- 
ment of 2 per cent. in the dollar rate. The 

tendency for the adverse balance of trade to increase does 
suggest that sterling is over-valued from a competitive 
point of view to an extent which could only be corrected 
by a really substantial appreciation in the dollar, say to 
4°50. Not only is such an adjustment outside the 
range of practical politics (unless the attitude of the 
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American authorities has suffered a radical change) but 
currency depreciation is neither the most desirable nor 
the most eftective means of correcting an adverse trade 
balance at a time when heavy special imports of materials 
are needed for rearmament purposes. It would be 
preferable by far if exports could be stimulated through 
a reduction in costs and prices in the export industries, 

Here again, however, equally desirable objectives would 
be sacrificed if it were attempted to bring about sucha 
reduction by deflationary measures, which must inevit- 
ably create unemployment and intensify depression. 
Hence the only method of correcting the adverse balance 
desirable from all points of view w ould be a reduction in 
the prices of our exports due to increased efficiency 
brought about by technological improvements or rationa- 
lization. At the present time, therefore, measures calcu- 
lated to reduce the unit cost of our exports are needed 
with exceptional urgency. Failing such an increase in 
efficiency (which may very well not be feasible) the least 
of several evils would probably be to continue financing 
the nape surplus out of overseas investments, which 
according to Sir Robert Kindersley have alre ady been 
encroached upon to a considerable extent. That this is 
an evil, however, undermining our position in the long 
run, is indisputable. 


THE outstanding development of the past month has 
been the continuation on an even larger scale of the 
feverish Continental bidding for gold and 
: ; pry ies which set in towards the beginning 
Further Rise |; { July. This movement has had its origin 
in Dollar 
in a variety of motives, the importance of 
which have varied from time to time. 
Broadly speaking it seems true to say that a depreciation 
of ste rling, which was started by a growing realization in 
the business world of the extraordinarily favourable 
American trade balance, was continued by the wide- 
spread belief in a forthcoming currency readjustment 
(which has persisted despite the most categorical official 
denials) and found further fuel in the tears for the 
European political situation occasioned by the Russo- 
Japanese tension in Manchukuo, the protracted nature of 
the negotiations between the Sudeten Germans and the 
Czechoslovak Government and, finally, the German Army 
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manoeuvres. ie the dias anil of penn sabes ner- 
vousness on the Continent had abated considerably, but the 
conviction that sterling is over-valued vis-a-vis the dollar 
was taking stronger root. With scarcely an pREgy, yp 
the dollar rate fell from 4:91} on July 19 to 4-87 on 
August 12, at which level, however, the British control 
offered really determined resistance to the decline in 
sterling. Even heavier support was at times required 
for the franc, which was only with difficulty prevented 
from depreciating below the limit of 179 to which 
M. Daladier has pledged himself, while forward quotations 
widened to levels which pay scant — to that limit. 
M. Daladier’s proposal to modify the Forty Hour week 
was well received however, despite the possibility of a 
resulting Cabinet Crisis, and in the third week of August 
the franc was looking much steadier. 
MEANWHILE the sterling price of gold has further risen 
in line with the dollar from 141/2d. on July 15 to 142/gd. on 
August 13, the latter being the highest 
Huge figure reached for more than three years. 
Demand for At the height of the June devaluation scare 
Gold the price of gold, including a premium over 
the dollar of 1/odd., never rose above 
140/104d., so that the past few weeks have seen a rise 
of almost 2/- in the sterling pric e and of almost 3/- in the 
dollar parity. The extent of the Continental hoarding 
demand for gold is illustrated by the following figures 
of turnover at the official fixings in recent w eeks :-— 
TURNOVER AT GOLD FIXING 
f 
July 18-24 .. a “ oa 6,026,000 
July 25-30 .. ae re i oe 4,214,000 
Aug. 2-6 = = ia ie Bs 9,257,000 
Aug. 8-13 .. re 3 is ee 10,602,000 
Aug. I5-20 . : ete nd ie 5,992,000 
On several days the turnover in unofficial dealings has 
equalled that at the fixing. This post-fixing demand 
was intensified during the early days of August by the 
tactics of the Exchz inge Account in refusing, contrary to 
its normal practice, to sell after the fixing. Since the 
premium over the dollar parity had been allowed to run 
off entirely, professional operators were able to buy at 
the fixing with complete confidence, safe in the knowledge 
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that if hoarding demand should subside they could secure 
a profit by making an arbitrage shipment to New York. 
In fact, the refusal of the authorities to part with gold 
after the fixing aggravated the hoarding demand, so 
that after a few days the authorities reverted to their 
customary ee ae [t would be difficult to estimate 
the extent of the Exchange Account’s net gold losses. 
The bulk of the gold sold at the official fixings has been 
supplied by the control, which has also intervened on a 
large scale to check the rise in the dollar. On the other 
hand, it would be mere guesswork to estimate how far 
these gold losses have been offset by gold withdrawn 
from the French account. The relatively small im- 
mobilization of credit on public deposits shown by the 
Bank Returns suggests that the net loss has been of 
the order of £10 millions a week. 


CHANGES shown by the London clearing bank averages 
for July were mostly small, perhaps the most interest- 
ing being the increase of £3°5 millions in 
Increase investments to £633-1 millions. This still 
in Bank leaves the banks’ security holdings slightly 
Investments Jower than they were last November, but the 
movement will not be without significance 
if it marks a reversal of the previous trend. From March to 
June the banks lightened their investments portfolio by 
{4-4 millions, although advances had.meanwhile passed 
their peak and showed a contraction over the period of 
some {15 millions. Since the further slight reduction 
of £-4 million in advances during July confirms that 
the trend of this item is now unmistakeably downward, 
the banks’ return to the conventional policy of replacing 
advances by investments is a welcome development. 
The table opposite shows the main items in the July 
averages, as compared with the figures a month and a 
year earlier. 
It will be seen that over the year, cash has increased 
by £9 millions and deposits only by £15-7 millions, so 


that cash ratios are distinctly more comfortable. The 
dudine of £-4 million in advances in July contrasts 
with an increase of £77 millions in the corresponding 


month of 193 37, SO that this item now shows an increase 
of only £9 millions on the year, as compé red with £85 mil- 
lions in January. Given the increase in cash, this small 
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increase could easily have been accommodated without 


a a in investments, but the securities item, 
espite the July increase, still shows a decline of £13°5 
millions on the year. The contraction of £7-3 millions 


in acceptances to {115-1 millions obviously reflects the 
shrinkage in the volume and value of international trade 


LONDON CLEARING BANK AVERAGES 
(in £ millions) 


July June July 

1935 1938 1937 
Cash a a ia 244°2 240-6 235°2 
Call money - a 155°8 153°7 162°8 
Bills discounted. . »- 301°5 289°4 282-2 
Investments re 3 «| So 629-6 646-6 
Advances — ae 980-1 g80°5 g7I°I 
Acceptances ae oc II5‘I 116-0 122°4 
Deposits * a pag 2299°4 2293°3 
Cash to deposits .. 10-57% 10-73% 10°26% 


OvER the year, bills discounted show an increase of 
{19:3 millions to £301-°5 millions, largely because the 
tender Treasury bill issue in the second 

Treasury quarter of 1937 had already been substan- 
Bill Issue tially reduced by a funding issue. The ex- 
Falling pansion of £12-1 millions in this item in July 
was, in fact, ‘considerably less than the corres- 

ponding increase of £23-3 millions in 1937. In recent 
weeks two factors have combined to cause a reduction 
in the tender issue of Treasury bills and so to damp 
down the seasonal rise in discounts. On the one hand 
the Treasury has been receiving the proceeds of the 
recent Defence Loan issue: a call of £38 millions was 
paid on July rt and a final call of £32 millions on 
August 12 (though not the whole of these sums had to be 
provided ‘a the banking system, a certain proportion 
of the issue having been subscribed by the public 
departments). On the other hand, the Exch: unge Account 
has been accumulating substantial amounts of sterling, 
es the proceeds of its gold sales. As a result 
of these influences, which have considerably more than 
ofiset the current revenue deficit, the outstanding total 
ft Treasury bills issued by tender was reduced from 
£585 millions on June 18 to £558 millions on August 13, 
a drop of {27 millions, whereas in the corresponding 
weeks of 1937 the tender issue rose £18 millions from 
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£540 millions to £558 millions. With the tender issue 
running at a sub-normal level, it was inevitable that 
bill rates should be depressed. At the July 29 tender 
the market syndicate was finally compelled to increase 
its bid from {99 17s. 4d. to the ‘‘ rock-bottom ”’ level of 
{99 17s. 5d., securing at this price 58 per cent. of the 
amount applied for, against only 32 per cent. at the 
higher rate in the previous week. On July 29, and at 
the two succeeding tenders the average rate of allotment 
was below 10/2d. per cent., indicating that outside 
quarters had been prepared to pay £99 17s. 6d. or more 
for their bills, while the market’s allotment on August 12 
was no higher than 30 per cent. Apart from the shortage 
of bills, the decline in Treasury bill rates was caused 
partly by the greater ease of money, bond money rates 
having relapsed to their normal level of 3-3 per cent. 
owing to the reduced activity on the Stock Exchange. 
Payment of the large Defence Loan call on August 12 
caused scarcely a x ee on the surface of the market. 

l‘or some days previously the clearing banks were rather 
reluctant buyers of bills, but the position was eased by 


official purchases, so that on August 12 itself the credit 
situation was extremely comfortable. 


MOVEMENTs in the note circulation over the August 
Bank holiday period gave no indication that the recession 
in trade had caused any curtailment of 

Holiday holiday spending. From a level of £487:1 
Demand for millions on July 20 the active circulation, 
Currency as shown in the following table, rose to a 
peak of £497°8 millions in the August 3 

Return, an increase of {10-7 millions, as comps ared with 
£10°8 millions in the corresponding period of 1937. The 
peak figure itself, however, showed a decline a £O°1 
millions on that of £503-9 millions for 1937. Falling 
prices and increased unemployment may be partly 
responsible for this contraction, but it seems more likely 
that it was due entire ‘ly to the factor of Continental 
hoarding of British notes, which in recent years has 
totally obscured the fluctuations in the circulation due 
to purely domestic causes. The repatriation of French 
capital in May alone was reflected in a sharp decline of 
some {30 millions in the note issue; it is believed that 
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in the recent holiday week a further dehoarding of some 
{1 million may have masked the full extent of the holiday 
demand for currency. 


ANALYSIS OF BANK RETURNS 
(In £ millions) 
1935 
NOTES: July 20 Aug. 3 Aug. 
In circulation ~ -. 487°I 497°8 490° 
In banking department .. 39°3 28-6 30° 


Government securities .. 7°8 4° 109° 
Other securities .. ag 324 31° 30°8 


Bankers’ deposits .. ». 107°: 3° 106: 
Public deposits .. mi “ yrs 19°3 


Total deposits és is oo : 159°9 
Proportion xe .. 248% 8-8Y% 23-4% 


It will be observed that an increase in the banking 
age holding of Government securities from 
fto9:‘8 millions on July 20 to {114-7 millions on 
ie 3 only partic lly ofiset the holiday drain on the 
note reserve, so that total deposits were reduced from 
{164-5 millions to £157-7 millions. Owing to a sharp 
fall in public deposits, however, bankers’ deposits actually 
rose {6-1 millions over the period to £113-4 millions. In 
the following week the reflux of notes practically restored 
the credit base to the level of £160 millions which has 
been an effective minimum throughs ut the present year, 
but bankers’ deposits fell to {106-1 millions as the result 
of an immobilization of credit on pu blic deposits con- 
nected with the Exchange Account’s sales of gold. At 
that level they were still {12-5 millions higher than in 
the corresponding week of 1937, when public deposits 
stood at approximately the same level. The expansion 
of {10-9 millions over the year in the credit base was 
sae as to only { {3-2 millions to an increase in the banking 

partment’s holding of securities and for the remainder 
to ) the decline in the note circulation. This is in direct 
contrast with the position earlier in the year, when a 
substantial increase in Government securities was 
necessary to counteract the strain resulting from an 
expansion in the note circulation. 
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A Dwindling Discount Market ? 


July an important reduction took place in the 
. of houses in the discount market, the 
announcement that the business of Messrs. William 

P. Bonbright & Co. would be discontinued being followed 
a few days later by the news that Messrs. Reeves, Whit- 
burn & Co., Ltd. were to be taken over by the National 
Discount Co., Ltd. 

The almost simultaneous disappearance from the 
London discount market of these two concerns affords 
a suitable occasion on which to review the changes which 
have taken place in the general structure of the market 
since the publication in 1931 of the Macmillan Report on 
Finance and Industry. At that time, the Report states, 
the London discount market consisted of three public 
companies having a paid-up capital and published re- 
serves amounting to £6,215,000, four private companies 
with a capital of £1,625,000 and 17 private firms whose 
capital was estimated at roughly {£8,000,000. There 
were, in addition, eight running brokers acting as inter- 
mediaries only. As regards the capital of £8,000,000 
ascribed to the private firms then in existence, informed 
quarters in the market have reason to believe that this 
estimate was far too high, and that the total means of 
the firms in question did not exceed £6,000,000. 

In recent years, as the appended table shows, several 
concerns have disappeared. Two private companies 
(Baker, Duncombe & Co., Ltd. and Reeves, Whitburn & 
Co., Ltd.) and three of the private partnerships (William 
P. Bonbright & Co., Lyon & Tucker and Henry Sherwood) 
have gone out of business, while two other firms, King & 
Koa and White & Shaxon, have amalgamated to form 
King & Shaxon, Ltd. In some cases the changes have 
been due to purely personal reasons; in others, it may 
safely be assumed, to the changed conditions obtaining 
in the market. At first sight, these facts would appear 
to justify the common belief that the discount market 
is shrinking. Obviously the market has diminished in 
numbers; there are six fewer members than in 1931, a 
reduction of 25 per cent. Yet an examination of the 
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figures shows no recdluction whatever in the total resources 
of the market. In spite of the contraction in numbers, 
it is a striking fact that the total capital in the market 
has suffered no contraction at all. 
The Discount Market in 1930. 


Public Companies 


Subsequent Changes 


Alexanders Discount Co., Ltd. 
National Discount Co., Ltd. 
Union Discount Co., Ltd. 


Private Companies 


Baker, Duncombe & Co., Ltd. 

Cater & Co., Ltd. 

Gillett Bros. Discount Co., Ltd. 
Reeves, Whitburn & Co., Ltd. 


Private Firms 


Allen, Harvey & Ross. 
William P. Bonbright & Co. 
Brightwen & Co. 

3rocklebank, Hoare & Brown 
Roger Cunliffe, Sons, & Co. 
Daniell, Cazenove & Co. 
Fairfax & Co. 

Hohler & Co. 

Jessel Toynbee & Co. 

Jones & Brown. 

King & Foa 

Lyon & Tucker 

Ryder & Co. 

Seccombe Marshall & Campion. 
Henry Sherwood & Co. 


Business discontinued. 


Absorbed by National Discount. 


Business discontinued. 
Now Brightwen & Co., Ltd. 
Now Brocklebank & Co., Ltd. 


Now Fairfax & Co., Ltd. 


Merged in King & Shaxon, Ltd. 
Business discontinued. 
Now Ryder, Parker & Co. 


Business discontinued. 


Smith, St. Aubyn & Co. 
White & Shaxon 


Now Smith, St. Aubyn & Co., Ltd. 
Merged in King & Shaxon, Ltd. 


Increases in capital and the further accumulation of 
reserves have raised the combined resources of the three 
public companies to £7,800,000. In addition, there are 
now six private companies with a combined capital and 
reserves of {£2,045,000, and nine private firms whose 
means may with fair confidence be assessed at about 
£4,000,000. The total capital, then, of the market in 
I9g3I was £13,840,000; the present total, arrived at on a 
comparable basis, is £13,850,000. No account has been 
taken of “‘ hidden’’ reserves for the reason that they 
were not taken into account in the Macmillan Report ; 
but they were in all probability very considerable in 1931 
and they are certainly not less so now. 

What has happened, in fact, is not a reduction in the 
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scale of the market, but an increase in the importance of 
the larger units as compared with the smaller firms. 
This is scarcely surprising, for under the conditions which 
prevail a large capital is of considerably greater impor- 
tance than hitherto. Given the contraction in the supply 
of commercial bills, the personal connections enjoyed 
by many of the old-established private firms are of 
diminishing value. It is on capital and reserves that a 
concern’s Treasury bill quota is based; and it is capital 
and reserves which determine, to a far greater extent 
than was ever true of bill-discounting proper, a concern’s 
capacity to undertake operations in bonds. A discount 
house running even the shortest of “ shorts,’’ which are 
not rediscountable at the Bank and are liable to fluctua- 
tions in capital value far in excess of those possible in the 
case of bills, must be prepared at any moment to put up 
additional margin should market conditions become 
unfavourable. Safely to run {1,000,000 of bonds re- 
quires considerably more capital than to run an equivalent 
volume of bills. It is only the persistence of the 
abnormally wide margin between medium and _ short- 
term interest rates, on the one hand, and the abnormally 
narrow margin between short-term money and discount 
rates, on the other hand, which has made this by far the 
more profitable outlet for a discount company’ s funds. 

The conflict between the popular impression that the 
discount market is shrinking and the actual fact that its 
ageregate resources are unchanged can be reconciled 
only if it is remembered that the discount market com- 
prises two distinct and separate businesses—dealing in 
bills and dealing in bonds. That part of the market 
primarily concerned with bill dealing has shrunk both in 
numbers and resources; to that extent the Bank olf 
England’s policy favouring such a reduction has been 
implemented. But this contraction has been fully oftset 
by the expansion in the larger houses which play so 
prominent a part in operations in securities. The same 
factor which explains how it is that the large discount 
houses are making, apparently under the most adverse 
conditions, profits as large as ever, explains also why 
the total resources in the market are undiminished. No 
doubt the secular tendency towards a contraction is 
present; but of progress to date one can only say: 
‘ Plus ca change, plus c’est la méme chose.” 
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International Deposit Certificates 


HE international financial system of London is a 

living organization su bject to constant develop- 

ment. ‘ihe most recent of these developments is the 
foundation, under the auspices of a powerful banking 
consortium, which includes four London banks, of a 
company called International Certificates Depository Co. 
Ltd., with the object of facilitating international dealings 
in securities by issuing bearer certificates against the 
deposit of registered shares. Its main purpose is to 
cater for Continental investors who prefer to confine their 
activities to easily negotiable securities transferable by 
delivery. Owing to this preference, many leading 
American and other shares are virtually excluded from 
dealings in Paris and other continental markets. It 
is to remedy this state of affairs and at the same time 
to provide additional facilities for international stock 
arbitrage that the new company has been formed. 

The underlying idea of the Certificates Depository Co. 
is not altogether new. It has, in fact, been in operation 
for some time in Amsterdam, where a tint ot of Dutch 
“Trust Kantooren’”’ have for some years been engaged 
in issuing bearer certificates against registered securities 
——. d with them. It is possible to trace the practice 
as far back as 1809, and since 1814 the operations of the 
Trust Kantooren have been recognized by law. In 
London, too, there have been isolated instances of the 
issue of bearer certificates on registered stock. The 
Westminster Bank, for instance, issues certificates repre- 
senting shares of the Canadian Pacific Railway, while the 
London office of the Guaranty Trust Co. issues certificates 
representing certain American stocks. In all these 
instances, however, those engaged in the issue of the 
certificates cover a limited sphere, and confine their 
activities to the issue of certificates for one particular 
security or for a very small number of securities. The 
new company, on the other hand, intends to extend its 
activities to an unlimited number of securities. While its 
present intentions are believed to be to make a start 
with some leading American shares, the chances are 
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that in the course of time the list of securities against 
which it issues certificates will become thoroughly 
international and extensive. 

n the surface, the new company might be thought 
to bear some resemblance to the unit trusts, which are 
also engaged in issuing certificates against securities 
deposited with trustees. In reality, of course, the two 
types of company cever totally different spheres. The 
unit trust issues certificates conferring a participation 
in the value and yield of a number of different securities. 
The certificate issued by the new Certificates Depository 
Co., on the other hand, will represent only one particular 
security. It is, properly speaking, merely a cloakroom 
ticket obtained against the deposit of the original 
securities. The Company itself will not operate in the 
security markets in any way. 

The securities will be transferred into the name of a 
company registered in Geneva under the style the “Société 
Nominee pour Valeurs Internationales,” which will be a 
subsidiary of the International Certificates Depository Co. 
The latter will take possession of the securities and will 
deposit them with trustees chosen from many of the 
leading London banks. Thereupon it will issue bearer 
certificates, and arrangements are being made to secure 
the quotation of these certificates on a number of Stock 
Exchanges. The company’s profit will consist of the 
commission which it charges on the issue of the certificates, 
and it is understood that this commission will be con- 
siderably lower than that charged by the Dutch Tvust 
Kantooren. 

In some quarters some uneasiness has been expressed 
lest the activities of the new company should facilitate 
fiscal evasion or the flight of European capital to the 
United States. Indeed, bearer shares have always been 
looked upon with disfavour by the French authorities, 
since they have provided a favourite means of avoiding 
taxation. In the present case, however, the authorities 
in France and elsewhere were approached prior to the 
formation of the new company and have raised no 
objection to the venture. 

The company is thoroughly international in character, 
as is indicated by the fact that the twelve banks which are 
behind the scheme belong to four countries. 
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It has an authorized capital of £200,000, of which 
£80,100 will be issued and £23,100 paid up. The sub- 
scribers are Mr. David Keswick, a partner in Samuel 
Montagu & Co., and Mr. Babington Smith, a partner in 
Glyn Mills & Co., two of the English banks concerned. 
Mr. A. Palache, a director of Helbert Wagg & Co., Ltd., 
will be chairman of the company, while Brown Shipley & 
Co. will be represented on the board by Mr. J. G. W. 
Husted. An executive committee has been formed 
consisting of the following :—Mr. D. Keswick (Chairman), 
M. A. C. Nussbaumer, M. Maurice Rueff and Mr. L. Fraser 
of Helbert Wagg & Co., Ltd.). 

The full list of participating banks and their represen- 
tatives on the Board is as follows :— 





Bank Represented by 
London .. Glyn, Mills & Co. .. us .. Mr. M. J. B. Smith. 
Brown, Shipley & Co... .. Mr. J. G. W. Husted. 
Helbert, Wagg & Co., Ltd. .. Mr. A. Palache. 
Samuel Montagu & Co. .. .. Mr. D. Keswick. 
Paris .. Mallet Fréres & Cie. a .. M. C. P. Mallet. 
Hottinguer & Cie. a .. M. P. Hottinguer. 
Mirabaud & Cie. .. 4 .. M. R. Boissonnas. 
Maurice Ruetf & Cie. i .. M. Maurice Rueff. 


Switzerland Société de Banque Suisse (Swiss 


Bank Corporation) - .. M. A. C. Nussbaumer. 
Crédit Suisse 7 - .. M. J. Straessle. 
Lombard, Odier & Cie. .. .. M. G. Lenoir. 
Brussels .. Cassel & Cie. ~ Ws .. M. C. Maisonpierre. 


The list is an impressive one, and the high standing of 
the sponsors of the new institution should itself inspire the 
fullest confidence in the scheme. The establishment of 
the new company has aroused considerable interest in 
London, on the Continent and in New York, and there is 
much speculation in financial circles as to the securities 
against which the company will issue its first certificates. 
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The Irish Banking Report 


HE report of the Irish Commission of Inquiry into 

Banking Currency and Credit is a document of 

unique interest to banking and business circles 
in Eire, and to all affected in any way by the 
economic development of that country. Although the 
Commission was concerned, as its title indicates, pri- 
marily with questions of finance, its terms of reference 
were wide in the first place and have been interpreted 
in a liberal sense, the Commission taking the view that 
it could not ‘“‘ adequately discharge its task without 
indicating . . . the constant interaction between mone- 
tary and oth 1er phenomena.”’ The result, as was ensured by 
the high qualitications of the Commission’s membership 
(which inc luded several oe oth bankers and economists), 
is a thorough and penetrating survey of the whole field 

f Irish economic life of a kind with which few countries 
can have been favoured. 

It is perhaps unfortunate that the data falling within 
the Commission’s purview should form in so high a 
degree the subject of domestic political controversy. 
The dominant trend in Irish economic development in 
the past few years has, of course, been the policy of 
industrialization and increased self-sufficiency with which 
Mr. De Valera, the head of the present Government, is 
identified. That policy has been motivated to no small 
extent by considerations of national prestige, to which 
questions oi financial and economic expediency have 
necessarily been subordinated. It has involved sweeping 
intervention in the conduct of industry and the erection 
of a high tariff barrier behind which the new industries 
have been fostered. That a body of men predominantly 
liberal and orthodox in outlook, and approaching these 
developments moreover from the financial point of view, 
should view the whole trend of development with some 
misgiving was inevitable. 

Doubts as to the wisdom of this policy are 
clearly implied in the review of the economic back- 
ground. It is pointed out that “in recent years the 
aggregate export of industrial products has shown 
distinct signs of contraction. . . The newly established 
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industries have not so far developed any export of 
significant volume.’ Considering the possibilities of an 
expansion in export trade, the Commission points 
out that the restricted market within Eire imposes 
certain limitations on development in that direction. 
‘It seems unlikely,’ the report concludes, “ that the 
Free State, now embarked upon a highly protectionist 
policy which undoubtedly increases costs in different 
directions, will be able to develop an important export 
trade in industrial products. . . . . That is an important 
conclusion from a monetary point of view because there 
are in effect scant prospects of paying for imports by the 
export of the products of the new industries.”” Mean- 
while, reduced imports of finished articles are likely to 
be balanced by increased imports of machinery, raw 
materials and services. That the balance of trade must 
remain of the first importance is implied in the conclu- 
sion that “‘ even a very pronounced industrial policy is 
likely to produce at the best only a moderate change in 
the basic trend of national economy.” A rise in the 
national income due to purely internal causes is likely 
to affect adversely the balance of payments “ and 
measures of one kind or another will sooner or later have 
to be taken to bring about a correction.’”’ To some 
extent the Commission’s concern for the balance of 
payments is due, it is fair to suggest, to the fact 
that in Eire such corrective measures are likely to 
become a matter of urgency later rather than sooner. 
It is perhaps not generally realized that Eire is, 
‘in relation to its’ population, one of the most 
pronounced creditor countries in the world,” with 
overseas assets estimated by Mr. Colbert (on the basis of 
the majority report’s estimate of {14 millions for the 
annual income from overseas investments) at some 
£300 millions. So formidable a holding of sterling assets 
could cushion, and perhaps disguise, for a considerable 
time the adverse effects on the balance of payments of 
an expansionist monetary policy. For this reason the 
Commission holds that “‘ the very fact that the Free State 
has foreign investments at its disposal thus involves an 
element of danger in that underlying difficulties may not 
be appreciated at a sufficiently early stage.” So far the 
position is not thought to have been severely under- 
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mined. “‘. . . As the main resources of the country are 
still intact it is the trend, and not the absolute impair- 
ment already suffered, that chiefly calls for criticism.” 
Undoubtedly it is the fear of ultimate inflation which 
underlies the Commission’s brusque condemnation of the 
growth of public debt under the De Valera government. 
The section on public finance starts off with the flat 
statement that “ the salient feature of the public finance 
of the Free State is the large and continuous growth 
which has been taking place for many years in both 
State and local expenditure, ... in taxation and in 
public debt.” It concludes with the remark that “ the 
figures indicate a marked deterioration in recent years 
in the state of the public finances.’’ It is argued that 
“the increase in the annual debt charge . . . threatens 
to create a serious position for the budget of the future ’ 
the issue of Savings Certificates in particular, which 
amounts to more than {10,500,000 and is repayable on 
demand, ‘“‘ must be viewed with particular concern.’ 
Hence the Commission recommends that ‘no increase 
whatever beyond the existing volume of net deadweight 
debt should be permitted ”- on the contrary, it should 
be reduced from year to year at such rate as general 
financial circumstances permit. On this subject, as on 
many others, the various minority reports and reserva- 
tions indicate a distinct lack of unanimity among the 
members of the Commission. At the time the report 
was presented, deadweight debt represented {37-3 mil- 
lions of a total of {73-1 millions. Mr. Colbert contends 
that ‘‘ by any reasonable standard of comparison, this 
debt burden must be considered a relatively light one 
while Mr. Moynihan argues that the growth of debt is 
unavoidable until the housing position in the slums ot 
Dublin and other cities is cleared up. The controversy 
is likely to remain an academic one for some time, since 
Mr. De Valera seems largely to have stolen the Com- 
sion’s thunder by the conclusion—significantly soon after 
the presentation of the report to the Minister—of the 
Financial Settlement with this country in April. In 
virtue of that settlement he was enabled to bring into 
the credit side of the account tenants’ annuities and other 
assets which had been in dispute, so that although total 
debt has been increased to £85-4 millions, deadweight 
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debt was sharply reduced to {12-7 millions, little more 
than one-third of the level which the Commission so 
severely criticized. 

On technical questions of banking and exchange, in 
contrast with its attitude on questions of general policy, 
the Commission does not find itself called upon to make 
any very drastic recommendations. This is scarcely 
surprising. As Lord Glenavy contends in an addendum 
to the majority report “‘ The country can feel a great and 
legitimate pride in the history of its banking system 
For fif ity years there has been no failure among the Irish 
banks, a record for which there is no parallel in any 
other country in the world . . . Inall the ev idence tendered 
to the Commission .. . not one case of a failure in credit 
supply has been shown . . . As to the cost of credit, it has 
been for years at least as cheap as in any other 
country ... After the most detailed inspection the 
positive findings in the Report are to the effect that 
nothing whatev. er is wrong with the system in Saorstat 
Eireann of currency, banking and credit: it is a well- 
designed, well-built, well- driven piece of mechanism, in 
first-class working order and condition.”’ 

With regard to currency, the most important recom- 
mendation, though not an unexpected one, is that the 
link between the Irish pound and sterling at the present 
parity should be maintained; the Irish pound, to use a 
familiar phrase, should remain just “‘ sterling coloured 
green.’’ In support of this recommendation, the Com- 
mission sets out the following arguments: First, the 
maintenance of this link ensures to the Free State the 
advantage of exchange stability with the British market, 
which is of the greatest importance for its foreign trade 
and in which the bulk of its foreign investments is held. 
This advantage is procured over an even wider field 
than the sterling area by the de facto stability which 
has now been maintained for some considerable time 
between sterling and the dollar, as well as other currencies 
linked to gold. Secondly, the link with sterling enables 
the Free State to participate in a monetary and credit 
policy which is in general conformity with the interests 
ol the country, namely, that adopted at the Ottawa 
Conference of 1932 with the support, among others, of 
the Free State delegation. Thirdly, the link has the 
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advantage of possessing the confidence of the Free State 
public. Existing confidence in the stability of the Free 
State banks rests in part on the belief that the sterling 
value of deposits in them will not be impaired. 

So far as the internal banking structure is concerned 
the most important proposal is that the Currency Com- 
mission, which is at present purely a note-issuing body, 
should be developed into a fully-fledged central bank 
under a new name indicating its change of function. 
It ale be difficult to quarrel at any rate with the 
substance of this suggestion. Although Eire has hitherto 

managed very comfortably without a central bank there 
are, as Mr. Colbert shows in another article in this issue, 
definite, though remote, dangers in the absence of any 
lender of last resort. 

The Commission is particularly concerned that the new 
monetary authority should enter into regular consultation 
with the Government, that it should make contact with 
the monetary authorities of other countries and develop 
a research department. The banking powers to be 
exercised are fairly explicitly laid down. Its central 
policy, as is implicit in the recommendation that the 
Irish igs should be maintained at parity with sterling, 
is to be directed towards maintaining at all times in the 
General Fund “ An adequate reserve of sterling which, 
apart from other uses, would be available in a time of 
difficulty to enable the volume of notes in circulation to 
be extended without impairment of the law as to cover.” 
To strengthen its control over the domestic credit 
situation the new monetary authority would be granted 

ower to rediscount bills, to make advances against the 
collateral of Government securities to other credit 
institutions, and to undertake open-market operations 
in fixed-interest bearing securities of a gilt-edged character 
(but not inequities). Asregards rediscounting facilities, it 
is recommended that only first-class commercial bills 
with a currency of not more than three months (or in the 
case of agricultural bills up to six months) shall be 
eligible. Treasury Bills are specifically excluded, while 
in “relation to open-market operations in securities it is 
emphasized that ‘“‘a monetary authority does not buy 
Government bonds in order to finance the Government, 
but in order to influence general credit conditions ”"— 
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reservations which once again indicate, like the stress on 
consultation between the Government and the central 
bank, the Commission’s desire to prevent financial 
excesses. 

An important, though negative, recommendation 
affecting the commercial cad is the Commission’s 
rejection of the proposal that the banks should be 
nationalized. ‘“‘In the peculiar circumstances of the 
Free State,” it is pointed out, ‘‘ several objections of a 
— character stand in the way of any such pro- 
posal. .. . It is by no means certain that the Irish public 
would have the same confidence in a public bank as they 
have in the present banks, with their long tradition and 
record of security and profitable activity.’’ In addition, 
‘some of the banks operating in the Free State are 
incorporated outside the country, whilst some of the 
banks incorporated within the Free State conduct business 
outside the territorial limits of the country. The creation 
of a State Bank, with Government ownership, would 
raise great difficulties as regards both classes of banks.” 
Furthe rmore, the project would be an ex ‘pensive one. 

“Unless substantial justice were done (to the share- 
holders of the existing banks) the State bank would 
start with a legacy of ill-will and resentment which would 
not, to say the least, assist the reorganization. If the 
profitability of the dismembered banking structure were 
to fall, the net receipts accruing to the State might well 
be less than the compensation afforded to dispossessed 
shareholders. The difference would have to be borne 
by the taxpayer.”’ 

Detailed proposals concerning the commercial banks 
are that all banks should maintain a minimum 
deposit with the High Court of £5,000 for the first three 
years and {10,000 thereafter; that all banks should 
be rec juired to take out an annual licence from the 
Minister of Finance at a fee of {1; and that all banks 
operating in Eire (not, as hitherto, only those incorporated 
within the country) should be legally required to publish 
half-yearly balance sheets. Representations made to 
the Commission on behalf of the Dublin Stock Exchange 
hat the banks should be prohibited from conducting 
their securities business on exchanges outside the Free 
State are rejected. Of greater interest, though perhaps 
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no very great practical significance, is the recommendation 
that the present Consolidated Note issue of the com- 
mercial banks, totalling £6,000,000, should gradually be 
replaced by the legal tender notes issued by the 
Currency Commission. No doubt the banks would view 
the final disappearance of their note-issuing functions 
with some regret, but little, if any, loss of earning power 
would be involved and very little prestige 

These, then, are the chief recommendations of the 
Report with regard to banking and currency. There are, 
of course, many detailed findings, almost exclusively of 
domestic interest, on such matters as the Agricultural 
Credit Corporation, and the Industrial Credit Co. In 
conclusion it may be said that the review of Irish banking 
and the absence of any proposals for drastic changes, are 
of importance chiefly as confirming, as Lord Glenavy 
says, that nothing of any importance is wrong with the 
system of currency and credit. The chief feature of the 
Report, even more striking than its caustic comments 
on the debt situation, is its implicit condemnation 
of the whole trend of economic development under 
Mr. De Valera’s administration. That this will succeed 
in bringing about any major change of policy is doubtful 
in the extreme. While e mphasizing the potential dangers 
of the present tendencies, the Report implicitly admits 
that the present trends, in virtue of Ireland’s creditor 
position, can continue for some appreciable time without 
creating any really serious situation—a reassuring con- 
clusion which is not likely to escape Mr. De Valera’s 
notice. On the particular issue of the growth of debt, he 
has, very larg ely, already cut the ground from under the 
Commission's feet, and it is perhé ips not entirely without 
significance that the publication of the Report was 
followed within a few days by the issue of a £500,000 
Housing Loan, sanctioned by the Minister, for the Dublin 
Corporation. The Report will nevertheless stand as a 
permanent warning of the ultimate disaster which may 
be precipitated by financial excesses and in this way can 
scarcely fail to exercise a moderating influence on policy. 
Its value as an authoritative and searching analysis of 
the whole Irish economy can scarcely be over-rated. 











The Structure of Irish Banking 
By John P. Colbert 


Chairman of the Industrial Credit Co., Ltd., and a member of the 
Banking Commission 
HE Irish banking structure dates in its present 
T form from a little over a century ago, having 
been originated by the Banking Co-partnerships 
Act of 1821. Prior to that year the system consisted, 
as in the case of England and Wales, of a large Chartered 
bank (the Bank of Ireland) and a number of private 
banks, all being single-office institutions. In the great 
panic of 1820 all but a very few of the private banks were 
forced to close their doors and for a while all monetary 
transactions were brought to a dead stop. In conse- 
quence, the authorities decided to permit the partial 
introduction of a competing joint-stock branch-banking 
system such as had been operating successfully in 
Scotland for a century previously. During that period 
the Bank of Ireland had a monopoly of the right of note 
issue amongst banks with more than six proprietors and so 
great was the importance then attached to the right of 
note issue in banking that no joint-stock bank was formed 
to challenge supremacy with the Chartered institution. 
The Banking Co-partnerships Act, however, cur- 
tailed the monopoly of the Bank of Ireland to the area 
within a radius of 50 (Irish) miles from Dublin. There- 
upon projects were set on foot for the establishment of 
banks outside that area, but the Bank of Ireland was 
able to defeat these until 1824, when a further Act was 
passed making it clear that the proprietors of banks to 
be established in Ireland might be resident outside the 
country. Between that date and 1836 all the Irish banks 
now surviving were established, with the exception of 
the Munster and Leinster Bank and the National City 
Bank. Although the introduction of the société anonyme 
principle into banking was then considered a revolu- 
tionary experiment and although the new movement was 
strenuously resisted by the private banks, led by the 
Bank of Ireland, the joint-stock branch-banking system 
steadily forged ahead and in time submerged the system 
ol single-office private banking. 
The existing Irish banks may be classified into three 
Main groups according to the location of the head office, 
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the set-up having been determined by the circumstances 
existing at the period described above. The Dublin 
group comprises the Bank of Ireland, the Hibernian, the 
Royal and the National City Bank. The Belfast group 
consists of the Ulster, the Northern and the Belfast 
Banking Company. The London group comprises the 
National and the Provincial. Outside these there remains 
only the Munster and Leinster Bank, with headquarters 
at Cork, which is a comparative newcomer to the system, 
having been founded in 1885 as a successor to the old 
Munster Bank which failed in that year. It is interesting 
to note that only fourteen years previously the Munster 
Bank had absorbed La Touche’s Bank, the most famous 
of the private banks in Ireland, which had an honourable 
career extending over nearly 180 years, during a century 
of which it was the leading bank in the country. 

At the time the joint-stock banks were established it 
was practically impossible to obtain capital outside 
Dublin, London, or Belfast for the setting up of a bank 
in Ireland. Hence the distribution of the present head 
offices. The Northern was the first in the field, having 
been established in 1824, followed by the Provincial 
Bank in 1825. These were the first joint-stock banks 
(i.e. apart from the Bank of England and the Bank of 
Ireland) to be established south of the Scottish border. 
The Provincial was the true pioneer of the joint-stock 
system of banking in England and Ireland. From the 
outset it pursued a vigorous policy of opening up branches 
outside the Bank of Ireland’s monopoly area and thereby 
forced the Bank of Ireland to open its first branch (in 
Cork) after an existence of over forty years. 

The National Bank was founded by Daniel O'Connell 
with a background of Catholic proprietorship. In its 
early years the Irish offices were semi-independent 
institutions, each with a separate capital, but before long 
the principle of unified capital and control was adopted. 

The Belfast group conformed more closely than the 
other banks to the Scottish system. Two of them have 
become affiliated to the great London banks, viz. : the 
Ulster to the Westminster and the Belfast Banking 
Company to the Midland. 

In the Dublin group, the Bank of Ireland is the oldest 
of the existing Irish banks. Following the establishment 
of the Bank of England in 1694 and the Bank of Scotland 
in 1695 an attempt was unsuccessfully made in the latter 
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year to found a similar institution in Ireland. The 
project was revived in 1720-21 but was again defeated, 
partly owing to the misg oiahedl opposition of Dean Swift, 
and it was not until 1783, under Grattan’s Parliament, 
that the Bank of Ireland was eventually chartered when, 
as in the case of the Bank of England, it was given a 
monopoly of the right of note issue amongst banks 
with more than six proprietors. 

The first attempt to cut through the monopoly was 
made by another of the Dublin banks, the Hibernian, 
which was founded in 1825 by a group of Catholic 
gentlemen in Dublin. The promoters believed that 
they would not be infringing the Bank of Ireland’s 
restricted monopoly if they issued bank notes which 
instead of being in the form of signed promissory notes 
were engraved pieces of paper designated “ tokens.” 
The Bank of Ireland successfully contested the principle, 
however, whereupon the subscribers to the capital decided 
to abandon the whole project. The Directors, however, 
prevailed upon them to continue as a loan and discount 
company so that the Hibernian became, accidentally, 
the pioneer in these countries of banks without the right 
of note issue. The successful establishment of the 
Hibernian encouraged the formation of the Royal in 1836, 
also within the Bank of Ireland’s monopoly area. The 
remaining institution, the National City Bank, was 
established as recently as 1920 under the title of National 
Land Bank. In 1926 the capital, which was then owned by 
the Government, was sold to the Bank of Ireland, when a 
number of branches which had been operated in the chief 
towns of the country were closed down, and the Bank exists 
to-day as a single-office institution in the city of Dublin. 

Under the Irish Bank Act of 1845 the Bank of Ireland’s 
monopoly was finally removed, whereupon the banks of 
a which previously could not enter the area within 

0 (Irish) miles from Dublin, at once began to cover 
that area with branches, forcing the Bank of Ireland 
to adopt a similar policy. This is in contrast to the 
English Bank Act of 1844 which preserved the Bank of 
England’s right of note issue within the area of 65 miles 
from London. Hence the reason for the survival of 
the bank note issues in Ireland, whereas in the course 
of time all the English commercial banks have had to 
abandon the note-issuing function. 

All the Irish banks have preserved their right of 
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note issue down to the present day, with the exception 
of the two post-1845 formations and the two institutions 
previously mentioned, which were established in Dublin 
during the period when the Bank of Ireland held the 
monopoly in that area. It is worthy of note that the 
Bank of England’s notes were not legal tender in Ireland, 
so that the country had no legal tender note issue until 
the institution of the British Treasury notes in 1914. 
On the setting up of the Free State these notes ceased 
to be legal tender and the country was again without 
any legal tender note issue until the enactment of the 
Currency Act of 1927, which established a legal tender 
note issue operated by a Currency Commission and based 
on a sterling standard. The Act quoted did not deprive 
the other banks of the right of note issue but, on the con- 
trary, extended that right to three of the four institutions 
which did not previously possess it (the exception being 
the National City Bank). A considerable change, how- 
ever, was made. Whereas previously the banks possessed 
the right to issue notes on a fiduciary basis to the amount 
of £6,354,.494 in the aggregate, and beyond that figure 
had in effect an unlimited right of non-fiduciary issue, 
the total fiduciary issue for the Free State was fixed 
by the Act at £6,000,000 and no effective provision was 
made for a non-fiduciary issue. The Majority Report 
of the Banking Commission has recommended the gradual 
withdrawal of the right of note issue from the commercial 
banks in Eire. The bankers may regret such a decision 
on sentimental grounds, but in practice it will mean very 
little. There is at present a tax of 2} per cent. on the 
quota allotted to each bank, whether in issue or not, 
which makes the right of note issue an expensive luxury. 
Moreover, the advertisement value possessed by the 
right of note issue was destroyed by the Currency Act 
of 1927, which made it a consolidated issue under which 
all the banks have to issue a note of uniform design. 
The latest available figures show the amount of legal 
tender notes pose tl to be £9,609,331 and consoli- 
dated bank notes £5,065,945 (these being the average 
figures for June last). 

With two exceptions all the Irish banks have a branch 
establishment both within Eire and outside, this being 
an unique position. The exceptions are the National 
City Bank and the Belfast Banking Company. The 
latter sold all its I'ree State Branches to the Royal Bank 
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in 1923 in accordance with the policy of the Midland 
Bank of having no direct branch representation outside 
the United Kingdom. The total number of offices 
operated by the Irish banks is 1,462, representing one 
office per 2,906 niggas of the population, which compares 
with one office per 3,910 persons in England and Wales 
and 2,549 persons in Scotland. The figures are not quite 
comparable owing to the fact that the National Bank 
has a considerable network of offices in London, Lanca- 
shire and South Wales. Towards the end of last century 
the banks began to cultivate the farmers’ accounts, 
which they had previously ignored, owing very largely 
to the insecurity of land tenure. They beg an to push 
out branches into small towns and even vill ages so that 
to-day one finds a number of competing banks in quite 
small towns. It may be said, in fact, that the country 
is over-banked, and it was understood that during the 
slump of 1920-25 certain of the banks were considering 
a scheme of reciprocal closing of branches, such as was 
effected in Canada. However, nothing has since been 
heard of such a movement. 

The rates charged by the Irish banks, which are fixed 
by the Irish Banks’ Standing Committee, are amongst 
the lowest in the world by virtue of the fact that they are 
automatically altered by convention with every change 
in the Bank of England’s official minimum discount rate. 
On the whole the rates charged to borrowers are not less 
favourable than in the case of the English banks. The 
close correspondence maintained with the British rate 
structure is obviously necessary in the case of a system 
which is operating a network of branches on both sides 
of the Northern Ireland border. 

The present Irish banking structure has a record of 
stability unequalled by any country in the world. The 
last failure of an Irish bank was that of the Munster 
Bank in 1885. Even that failure involved a loss only 
to the shareholders, and one must go back further to find 
an instance of any loss to a depositor or note-holder owing 
to the failure of an Irish bank. This stability is due 
in the main to the fact that the Irish banks are in a very 
large measure savings banks, which in turn is due largely 
to the farmers. From about the seventies of the last 
century down to the present day there has been a pro- 
nounced secular rise in meat prices in relation to the 
general price-level, whereas cereal values have declined. 
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The Irish farming community has been able to take the 
fullest advantage of this movement which, coupled with 
the war-time inflation, carried them on a tide of prosperity 
that has resulted in the piling up of deposits in the banks. 
It is probable, in fact, that at the present day there is no 
farming community in the world in such a strong financial 
position vis-d-vis the banks. The general position is 
shown in the following table extracted from the Report 
of the Banking Commission : 
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In consequence of this position the percentage of 
time deposits held by the Irish commercial banks is 
amongst the highest of any country in the world and, 
correspondingly, the percentage of the Irish Banks’ 
holdings of gilt-edged investments to total assets is the 
highest of any group of banks in the world with the 
exception of the Scottish banks. The general position 
of the Irish banks (excluding the Belfast Banking 
Company) is set out in the following consolidated balance 
sheet, which also segregates the assets and liabilities as 
between Eire and elsewhere. It will be noted that, 
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including British Government securities, the banks hold 
as much as £88 million in readily available assets in 
London. 

While the position is undoubtedly one of great 
financial strength, the whole structure carries an element 
of danger by virtue of the fact that there is in Eire no 
lender of ultimate resort. The entire system is relying 
for its liquidity on the London money and gilt-edged 
markets. In normal times this position, of course, should 
not occasion the slightest ground for uneasiness as these 
markets are amongst the most liquid in the world. At 
the present time, however, with so many countries in the 
sterling area relying on London for their liquidity, and 
with the tempo of international dev elopments consider- 
ably accelerated, one cannot remain entirely satisfied 
with such a situation. It is obvious that an international 
crisis causing a freezing-up of the London gilt-edged 
market and coinciding with an Irish banking scare would 
create a very serious situation for the Irish banks. In 
this context it is worth pointing out that during the gold 
standard crisis of 1931 there was a short spell during which 
British Government securities were unsaleable except in 
comparatively small lots. One does not care to think 
what might have happened during that period if there 
had been a flight from the Irish pound into dollars, and, 
in fact, were it not for the financial inertia of the Irish 
depositors such a flight might easily have taken place. 

In order to remedy this situation the Majority Report 
of the Banking Commission has made a very important 
recommendation to the effect that the present Currency 
Commission, which is the sole provider of legal tender in 
Eire, should be empowered to make advances to other 
credit institutions against hypothecated Government se- 
curities. Thus, if there arose a scare affecting either the 
banks as a whole or a particular bank it would be pos- 
sible to obtain legal tender currency quickly from the 
monetary authority without having to realize large blocks 
of Government securities in London in possibly a frozen 
market. 
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The Prospects of Anglo-Irish Trade 
By Joseph Johnston, M.A. 


lellow of Trinity College, Dublin ; Lecturer in Applied Economics 


“Tiss significance of the recent Anglo-Irish trade 
agreement can only be understood in the light of 
permanent economic conditions in Eire and 

normal Anglo-Irish relations. A study of these alone 
would, however, place in too favourable a light the 
prospect for a rapid expansion of Anglo-Irish trade, and 
some allowance must be made for the extent to which 
both States, and especially Eire, have committed them- 
selves to economic policies which have no economic 
justification, but cannot be abandoned without “ loss 
of face ’’ or injury to influential vested interests. Eire 
is a country in which more than half the “ occupied’ 
population derives a living from agriculture and in 
which the main agricultural activity is the production 
of live-stock and live-stock products. Half the normal 
output of agriculture is exported almost exclusively to 
the United Kingdom, about one-third is consumed by 
the two million persons who live in rural Eire and rather 
more than one sixth finds a “‘ home market ”’ with one 
million persons who live in urban Eire. 

The only important industries of the pre-Economic 
War period which had a considerable export trade were 
Guinness’s brewery and Jacob’s biscuit factory. Other 
large employers of industrial labour were, for ex xample, 
the railway engineering workshops, but their economic 
basis was the service of a transport system which was 
mainly concerned in the interchange of goods between 
Eire and the United Kingdom. There were also 
important representatives of linen and woollen textile 
industries, some of which managed to export significant 
proportions of their output, but in general it may be 
said that, with the exceptions noted above, the size of 
Eire’s hundreds of industrial units was small and they 
were mainly concerned in catering for the home market. 
The Census of Industrial Production of 1931 revealed the 
fact that the value of industrial output exported fell 
far short of the value of industrial raw materials 
imported, from which it follows that only her exports 
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of agricultural produce enabled her as a community 
to pay for the balance of industrial raw materials 
imported. LEire’s agricultural exports were also the 
ultimate source of the valuable and important sterling 
assets and external investments which enabled her to 
weather the recent economic storm without financial 
breakdown, and which have also enabled the Irish 
pound, alone among Dominion currencies, to continue 
throughout to look the pound sterling “in the eye.” 

To an extent even greater than is the case with the 
United Kingdom, the economy of Eire was _ inter- 
dependent with external countries (in her case mainly 
the United Kingdom). Exports of domestic produce 
amounted to {12-5 per head of the population in 1931 
but the United Kingdom exported goods only to the 
value of £8-g per head of British population in that 
year. In that same year exports of British products 
to Eire amounted only to 7-82 per cent. of total British 
exports, but in a Eire, with £30,414,000 of 
British exports, absorbed British goods to a greater 
extent than France, Canada, the U.S.A., Germany, 
Australia, New Zealand, or indeed any other single 
country except British India which took £32,304,000 
worth. Incidentally it may be noted that in the 
twelve months ended March 31, 1930, Eire absorbed 
over {27 million worth of British goods, though the 
value of her exports in the same period was not much 
more than half the 1931 level. The penal duties on 
Irish agricultural exports operated to diminish the 
total value of her exports very seriously, but the govern- 
ment-inspired activity of economic readjustment in 
Eire caused a considerable increase in the value of 
imports of raw materials and machinery, so that in the 
final result the absolute value of Irish imports from the 
United Kingdom was well maintained during the 
Economic War, though the pattern was drastically 
altered. It remains to be seen to what extent Eire can 
expand the imports of consumers’ goods without disaster 
to recently established Irish industries, most of which are 
concerned with the production of consumers’ goods. 

One other fact may be mentioned which shows the 
relative importance of Eire both as an export market 
for British goods and a source of supply for British 
requirements. In 1931 exports from the United 
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Kingdom to Eire amounted to 13/- per person in the 
United Kingdom as against 14/— for British India, 
10/— for France, 7/— for the U.S.A., and 5/— for New 
Zealand. Imports per person in the United Kingdom 
were 10/— from Eire, but {2.5s. from U.S.A., £1.8s. from 
Germany, £1.3s. from Argentina, {1 from Australia, £1 from 
Denmark, 18/— from France and 16/— from British India. 

This is the immediate economic background of the 
Economic War which has been liquidated by the 
recent Anglo-Irish Agreement. In the interval and in 
consequence of national economic policies, as well as 
of the Economic War, the position of Eire has worsened 
both as an export market for British goods and as a 
source of supply for British requirements. Whereas 
imports from all countries for domestic consumption 
amounted to {10.10s. in Eire in 1931 per head of the 
population, they amounted only to £12.10s. in 1935, 
and in 1937 were rather less than £15; exports, which 
in 1931 amounted to {12.5s. per head, sank to £6.12s. 
in 1935 and rose only to about £7.10s. in 1937. 

The principal feature of the new agreement from 
the Irish point of view is that Irish farmers have now 
recovered free access to the British market. From 
the British point of view, the most important con- 
cession made by Eire is that under Article V a long 
list of articles, mainly raw materials and semi-manu- 
factured goods, are admitted free of duty and quanti- 
tative regulation, and will continue to be so admitted. 
These include, for example, pig iron, iron and steel, 
wire cable and rope, many manufactures of iron and 
steel, a long list of non-ferrous ores, metals and 
manufactures thereof, a list of cutlery, hardware imple- 
ments and instruments, many agricultural machines 
and electrical goods and apparatus, and also a number 
of chemicals, drugs, dyes, etc. As the articles in 
question ‘‘ are not now liable to customs duty,” other 
than retaliatory Economic War duties in a _ few 
cases, this concession has a somewhat negative value 
and involves no serious inroad on the Irish national 
policy of industrial revivalism. 

With regard to competitive British imports, the 
Irish Government, under Article VIII, undertakes to 
review existing protective duties and import restrictions 
‘‘in accordance with the principle that such duties and 
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restrictions upon goods produced or manufactured in 
the United Kingdom shall be replaced by duties which 
shall not exceed such a level as will give to United 
Kingdom producers and manufacturers full opportunity 
of reasonable competition, while affording to Eire 
industries adequate protection having regard to the 
relative cost of economical and efficient production.”’ 
There is plenty of vagueness in the terms used here, and 
the practical value of this article will depend on the 
spirit in which it is interpreted by the Prices Com- 
mission which is the expert body charged with its 
interpretation. 

While Article VIII lays down certain general 
principles, another article, Article X, provides for an 
immediate reduction of duty on a scheduled list of 
goods, mostly consumers’ goods of the clothing and 
footwear type. For example, the duty on imported 
linen piece-goods is reduced, under this article, from 
33} per cent. ad valorem to 20 per cent., the duty on 
shirts from 40 per cent. ad valorem to 30 per cent., the 
duty on woollen blankets from 40 per cent. to 25 per 
cent., and the duty on leather footwear from 30 per 
cent. ad valorem to 20 per cent. More important than 
the duties in restricting imports is the effect of quantita- 
tive restrictions. Quota restrictions have been applied 
to a great variety of imports whether subject to import 
duty or not. The concessions made with respect to 
the articles just mentioned are of real importance on 
the assumption that quota restrictions are non-existent, 
abandoned, or relaxed. In the case of leather footwear 
the real protection hitherto relied on has been a rigorous 
quota restriction, and in this case it is specifically 
provided under Article X that, on the abolition of 
control by quantitative regulation, higher rates of duty 
may be ch: irge .d on footwear and certain other scheduled 
articles. It is also provided more generally in section 2 
of Article X that if the imports of the scheduled articles 

should in consequence of the reduction of customs 
duties increase to such an extent as to endanger the 
prospects of success of native manufacturers ‘“ The 
Government of Eire shall be entitled to apply quanti- 
tative regulation to imports of such goods.”’ 

Thus the prospects for an expansion of British 
import trade into Eire depend in the first instance on 
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the spirit in which these articles are interpreted, and 
ultimately on the absorptive capacity of the Irish 
market for manufactured products whether of native 
or external origin. This in turn depends mainly on the 
growth of agricultural purchasing power in Eire. The 
restoration of a free British market for Irish agricultural 
exports has affected favourably the price per unit of 
output received by the agricultural producer, but his 
total income and purchasing power depend on quantity 
produced as well as price per unit, and it will take years 
to restore the volume of Irish agricultural production 
to what it was in 1931. 

However, the price factor even by itself will have 
a favourable effect on agricultural income and, if native 
manufacturers are willing to share the expansion of the 
home market from this source with British competitors, 
there is room for a substantial increase in the import of 
British goods of the consumers’ type. Against this 
must be set a probable reduction in the value of capital 
goods imported. Imports of machinery and electrical 
goods were in 193I just under £2,000,000 in value, but 
in 1937 they amounted to £3,156,000. Now that the 
necessarily temporary process of industrialization must 
slow down its pace in Eire, the native manufacturers 
must rely mainly on purchasing power gene rated by 
the reciprocal exchange of consumers’ goods and services 
and will lose that part of the monetary demand for 
their products which originated from the temporary 
increase in the expenditure of capital for industrial 
development. It is to be hoped that the increase of 
agricultural purchasing power will more than com- 
pensate them for this inevitable loss and still leave room 
for an expansion of British imports. Imports of apparel 
were in 1931 valued at £5,336,000, but in 1937 amounted 
only to {1,141,000. There is room for considerable 
expansion here, but here too the ground is occupied by 
a mushroom growth of native industries generated in 
the hot-air psychology of the Economic War. 

It is in Eire’s interests as well as those of the 
United Kingdom that the import of British goods should 
increase very substantially, and it is much to be hoped 
that the agreement will be interpreted in such a way 
as to make this possible without disaster to any native 
industrial interest, new or old, that is worth preserving. 
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Ireland’s Balance of Payments 
By W. W. Syrett 
OR purposes of trade statistics Ireland is separated 
by the political boundary into (i) Eire, and 
(ii) Northern Ireland, and the rough generalization 
can be made that the predominant position in the exports 
of the North is held by her industrial products, whilst 
the South is primarily concerned with agricultural exports 
and manufactured imports. Export and import values 
are listed in tables at the end of this article, for South 
and North separately, covering the most recent years 
for which figures are available in each case. 

The largest individual groups in the import 
schedule for Eire are concerned with (a) machinery and 
other metal manufactures, (b) grain and flour, (c) textile 
manufactures (of which the largest item represents 
cotton piece goods), (d) apparel—but to a decreasing 
extent, (e) coal, and (f) tea. On the export side the 
largest group in 1937 was live animals, though “ food, 
drink and tobacco ”’ (the largest items being beer, bacon 
and hams, and butter) holds an important place. Much 
of this trade, in both directions, is financed through 
merchants in London and Liverpool. 

On balance, the figures of visible trade show an 
annual adverse position averaging £16 millions over 
the past twelve years: the lowest figure in that engi 
was £11 millions for 19; 30, while the high record of {21° 
millions was attained in 1937. The adverse total hos 
varied by reason of such extraneous factors as the 
fall in world prices (particularly those for agricultural 
produce) and the incidence of the special duties and 
import restrictions imposed since 1932 by the British 
Government. It has also been materially changed by the 
tise of the new industries in Eire: the Report of the 
Banking Commission shows clearly how imports of 
machinery, electrical goods and similar lines increased 
as these new industries were set up, whilst as a result 
of the absorption of their output in the home market 
imports of flour, bacon, maize, sugar and boots were 
drastically reduced or even totally “eradicated. During 
the years of the depression the export price index fell, 
by reason of the nature of the products it covers, to a 
greater extent than the import index. Consequently 
the values given in the subjoined table give a distorted 
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view unless it is borne in mind that a smaller export 
in value terms often involved an equal, or perhaps a 
oreater e ffort. 

Much is usually made in works on toreign exchange 
of the time-lag between a transfer of goods and the 
payment for them, as a factor contributing to the differ- 
ence between the “ Balance of trade’ and the “ Balance 
of payments "’ for any given period. So large a part 
of Eire’s overseas trade is paid for on a cash basis 
that this factor is of small importance. The visible trade 
figures are therefore almost exactly compensated by 
invisible trade and capital-cum-revenue transfers for the 
identical period. Apart from interest on overseas invest- 
ments, by far the largest invisible export is the service of 
hotels, railways and motor coaches, travel agencies and 
other services to tourists from overseas. Nearly 410,000 
visitors arrived in Eire from Great Britain last year, whilst 
the American traffic amounted to well over 11,000. The 
value of this partial offset to the adverse visible balance 
was authoritatively estimated at more than £3 millions 
and it tends to increase as the years go by. Against this 
must be set the cost of foreign excursions by the 
inhabitants of Eire, for which no reliable estimate is 
available. Whilst the Commission inclines to the view that 
the ditierence between inward and outward tourist trade 
was small, the writer is of opinion that the balance is 
now more in favour of Eire, particularly in view of the 
increase in travel in Eire since the last year (1935) men- 
tioned by the Report. 

Even if we allow £3 millions in respect of receipts 
from tourist traffic, the adverse balance remains some- 
thing in excess of £18 millions for last year. It is usual 
lor commentators to dismiss this topic with a reference 
to Eire’s creditor position: the mere fact that the 
Irish hold large investments in securities abroad (particu- 
larly British “‘ gilt-edged’’) is not a full explanation. 
The Report estimates dividends and interest on external 
investments at {14 millions. It is not, in fact, generally 
appreciated how large a tribute Eire draws trom the 
U.K. and the U.S.A. Past emigrants have in recent 
years remitted to the relations they leit behind a very 
much larger total in gifts and allowances than has been 
taken out by new emigrants transferring capital. More- 
over, the ‘‘ Returned American ”’ (to use a phrase coined 
by a country banker in Eire) and those returned from 
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England and elsewhere, bring back with them to their 
home country a volume of capital the total of which 
varies from year to year. Any estimate of this total 
would be a mere guess; the homecomer seldom converts 
his savings immediately. Often he enjoys a pension 
(e.g. from the New York police) during the remainder 
of his life. In years when the doilar exchange rate is 
favourable to remittances from America, the total capital 
transfer from the U.S.A. alone runs into many millions 
of dollars; it certainly amounted to a considerable sum 
in 1932-3, when the dollar rate was round the $3.50 level. 

Against the total incoming emigrants’ remittances 
must be offset a much smaller reverse flow arising from 
the employment of engineers and technicians from 
Germany and Czechoslovakia in the new industries of 
electrical generation, tanning, sugar manufacture, etc. 
This item is of sufficient interest to deserve mention, 
though it is doubtful whether it reduces the net favourable 
movement by as much as 1 per cent. However, the 
establishment of the new industries probably gave rise 
to a fairly large repatriation of capital, mostly withdrawn 
from London. It has been inferred from the fall of 
£44 millions* in the sterling assets of the Irish banks 
in the last quarter of 1937, read in conjunction with 
trade returns and estimates of invisible items, that some- 
thing like that sum had been attracted to the newer 
investment field at home. Manufactures in Eire have 
not been established solely by the investment of Irish 
capital, and any final estimate of capital transfer, and 
of subsequent movements of income from dividends 
in the opposite direction, has to take account of the 
establishment there of branches of English concerns 
(e.g. those now making cigarettes in Eire) and of branches 
of Irish concerns now established in England (e.g. 
Guinness’s). 

The Report estimates the balance of payments for 
1935 as follows (see page 230) 

An interesting aspect of the Report is the consideration, 
in the section dealing with the economic background, 
of the effect of the newer manufactures on the balance 
of payments. One of the soundest deductions made in 
a Report which has generally been well received is that 





* By a coincidence, this is almost exactly the total of new issues 
floated, since its inception some four years ago, by the Industrial 
Credit Company of Dublin. 
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“such favourable direct effects as may be established 
. by reason of the diminished — are of limited 
scope and these eftects may be offset by others of an 
adverse character ”’ i.e. increased costs and prices at home, 
On the other hand, it seems likely that the Commission 
has under-estimated the stream of deferred income taken 
by returned emigrants from banks, savings institutions, 
insurance companies, stock exchanges and currency 
hoards in the U.K., the U.S.A. and elsewhere. The 
tourist industry tends to increase, payments for foreign 
capital goods is falling, and generally, it seems to the 
present writer that the position is not one for despondency., 
(In £ millions) 


Income Account :— Exports Imports 

Cormodities .. “a 19°6 37°1 

Interest and divide nds sti 13°7 8-1 

Emigrants remittances eg 2°9 

Hospitals sweepstake - 2°4 -2 Land annuities, 
R.I.C. pensions, 
etc. 

British pensions bia i 2°S 


Tourists a 
Miscellaneous. . 


Adverse balance 
Capital account Cr. g*I 9°7 


External Trade of Etre by Countries 


(In £ millions) 


Imports from : 1935* 1936 1937 
Great Britain 25°3 20°7 21°5 
Northern Ireland 1°8 5 ‘6 
Australia dia sit Ba ais I°I I°7 17 
India a ae ae be ac — I°3 1° 
Canada ‘9 I° I°g 
US35.K. 3 5 
Finland 3 “4 4 
Sweden °4 “« ‘0 
Norway re ov ios 7 hia — “I ‘f 
Denmark -2 “2 “4 
Germany .. i os os oe a, I°4 I*4 
Holland... ae st a wa 6 5 “5 
Dutch East Indies as Se ae — “4 “5 
Dutch West Indies | i ins er ‘2 “4 *4 





* The figures for imports by countries ‘rel: ite to consignments from 
the countries mentioned for the year 1935, but for later years they 
relate to the value of merchandise originating in the various countries. 
Thus in order to bring the figures for 1935 on to a comparable basis 
those relating to Great Britain would hav e to be greatly reduced, 
whilst values for other countries would be correspondingly enhanced. 
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Belgium 

France 

Portugal 

lzan... : 
Czechoslovakia 
Poland 

Japan 

U.S.A. 
Argentina 

Other Countries 


Exports to : 


Great Britain 
Northern Ireland 
Germany 
Belgium 
US As... ; 
Other Countries : ; 
Total domestic merchandise 
Foreign merchandise 
Total 


I:xternal Trade of Etre, Classified 


Imports : 
(In £ millions) 


Food, drink and tobacco 


Raw materials, produce and articles wholly 


or mainly manufactured .. 
Animals, living ad a 
Postal articles, non-dutiable 
Total 


Exports : 

Food, drink and tobacco 
Raw materials, etc. 
Animals, living 

Postal articles 


Total domestic merchandise 
Foreign merchandise 


Total 
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1937 
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Northern Ireland is much less concerned than the 


South with emigrants’ transfers. 


There has never been 
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quite the same incentive towards emigration owing to the 
outlet for labour in local manufacturing industries, of 
which three predominate. These are, of course, the 
linen, shipbuilding and engineering, and ropemaking 
activities centred on Belfast. The first is more important 
than any other section of the linen industry in the British 
Isles, and the second produced in 1937 a large total 
tonnage well maintained in spite of foreign competition 
and rising costs. Agriculture plays a large part in the 
returns of gainful occupation, but not, of course, in so 
high a proportion as in Eire. 

An interesting point which emerges from the detailed 
statistics contained in the “ Foreign Trade and Commerce: 
Accounts ’’ for 193 28 is that goods which fall into the same 
customs grouping move in both directions. This is 
explained by the fact that each group includes different 
varieties ot the same product: stout and ale, seed and 
ware potatoes, cattle for fattening as against stud 
animals, are examples of the kind of divergence which 
gives rise to the apparent anomaly. 


External Trade of Northern Ireland 
(In £ millions) 
Imports Exports 


1935 1930 1935 10930 


Food, drink and tobacco... ° ys 
Raw materials, etc. .. ce SS 4° 5:3 domestic 
produce. 
Miscellaneous. . of a “{ . -7 foreign mer- 
chandise. 


Potal 


This table does not include the output of the ship- 
building industry, of which no estimates are available; 
the value to Northern Ireland is tentatively suggested 
to be in excess of £5 millions per annum. Customs 
figures for 1937 are not yet available. 

After a pe riod last year during which Belfast was 
distinctly pessimistic about the present and future, a more 
hopeful spirit now prevails; much is hoped for from the 
trade negotiations between Great Britain and the U.S.A. 
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Credit Control in Australia 
By W. T. C. King 


ECENT experience in Australia has demonstrated 
R once again the peculiar difficulty of devising a 

monetary policy appropriate to a highly seasonal 
economy based upon primary production. Australia has, 
of course, long since perfected a technique for dealing with 
the seasonal problem i in its narrowest sense. The smooth- 
ing of the annual cycle, however, is merely the first step 
towards the ultimate objective of monetary policy, which 
is to achieve a smoothing effect over considerably longer 
periods. It is evidently undesirable that an adverse 
export season should be allowed to produce a violent 
deflation of domestic activity whenever there is any 
reasonable prospect that the succeeding season will redress 
the balance. To avoid dislocation of this kind there 
must be some machinery which will ensure that part of 
the surplus of good years is conserved and later utilized 
to make good part of the shortfall of lean years. 

From a banking point of view, these broad objectives 
presuppose a very high degree of credit control. In the 
past any really effective credit control has alw ays been 
associated with a highly-organized—and generally exten- 
sive—money market ; yet that is precisely what the 
primary-producing countries lack, and probably always 
will lack so long as they remain predominantly primary- 
producers. Thus the fundamental difficulty is that the 
primary-producing countries, which from the variable 
nature of their economies have particular need for an 
effective system of credit control, have at the same time 
the minimum of technical equipment for such control. 

This short article makes no attempt to suggest how 
these intractable problems might be solved. Its object 
israther to present a glimpse of some of the relevant data, 
drawn from the recent particularly illuminating experience 
in Australia. The logical starting point for such an analy- 
sis is the fiscal and trade year ended on June 30, 1934, for 
itwas in the export season 1933-34 that Australian primary 
industry first began to recover from the intense depression 
of 1930-33. A favourable conjuncture of circumstances 
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aided the market for wool, and total exports leapt by 
f12-3 millions. Imports, meanwhile, rose only very 
slightly, with the result that Australia achieved a favour- 
able “‘commodity balance”’ (i.e. visible merchandise 
balance plus gold production) of no less than {37-1 millions 
sterling—by far the best figure since the “ freak ’’ post- 
war year, IgIg-20, when there was a credit of 
£50-°8 millions. 
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(Millions of £’s Sterling) 












Year to Merchandise Gold Commodity 
June 30 Imports Exports Production Balance 
1925* iia 1460-7 160°4 2°8 L165 
1927T ae 164-1 E33°7 a2 29-2 
1930 - 130°8 98-2 I°g B0+7 
Ig3I Ke 60:6 iy fas 2°2 + 15°7 
1932 . 44°I 75°5 3°6 +35*3 
1933 ae 56-9 78-6 4°6 26°3 
1934 + 59°5 g0°9 oF rasa 
1935 72°5 52 6-O 15°9 
1930 a 83:6 95:9 8-o 1233 
1937 “i go*5 1t7*2 8-9 +-35°6 
1935 iis I1I*4 III°9 10°2 rO*9 
* Vear of record exports. + Year of record imports. 





That spectacular recovery naturally had profound 
repercussions throughout the economic life of the Domin- 
ion. But, inevitably, changes in the prosperity of the 
export industries are never reflected immediately in the 
spending power of the general public—that time-lag 
factor is one of the most important of the special 
tendencies which arise in an economy of this type. It 
was not until the succeeding season that the new 
confidence was evident in the activity of domestic 
industry or in the level of imports. Then, however, 
secondary industry—the building and constructional 
trades and the consumption trades alike—went ahead 
very rapidly indeed. In the meantime, the wool boom 
had petered out, with the result that in 1934-35 a rise in 
imports by £13 millions—z2 per cent. —cociied with a 
fall in exports by £8-5 millions. These trade tendencies 
can best be seen in perspective from the figures given in 
Table I, which will repay detailed scrutiny. 

The effect of these developments upon the banking 
situation is illuminating; for the problem which con- 
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fronted the banks in 1934-35 and in 1935-36 bears a 
considerable resemblance to that which confronts the 
Australian banking system to-day. In 1933-34, for the 
first time since the crisis period, a big export surplus 
enabled the banking system to re- -build its depleted 
reserves of London funds, the total of which (according 
to the estimates published in the Statistical Bulletin 
of the Commonwealth Bank) rose to just over £70 millions 
sterling by June 30, 1934. At the same time, the improved 
pastoral conditions led to some unfreezing of rural credits, 
so that, despite the increased wool activity, there was no 
perceptible increase in demand for bank advances. The 
close of the season therefore found the banks in a highly 
liquid condition, with their cash ratio, as will be seen from 
Tables II and III, restored to the high level of 17-9 per 
cent. and their advances ratio down to its lowest level— 
disregarding seasonal movements—for the whole cycle. 


TABLE II 
TRADING BANKS’ CASH POSITION 
(Jn Australia only) 


Quarterly Treasury Cash Cash and Bills 
Averages Cash Bills Ratio 
£A mill. £A mill. of 

1929: June .. 47:0 --- 16°51 
Pee. acs 42°5 0° 4* 15°44 
1934: June .. 53°0 29°6 17°90 
Dec. .. 46-9 24°0 16°09 

1935: June .. 38-4 13°22 
Dec. .. 33°5 11°63 

1936: June .. 30°8 10°61 
Dec. .. 33° 10°73 

fa | re 38°3 12°29 
Dec. .. 38°4 ‘9 12°28 

35: June .. 33°35 *4 10°50 


* Disclosed holding: others in investments. 


Uw & bp 


~ 
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They were well placed, therefore, to meet the stress of the 
succeeding season, when the coincidence of steeply rising 
imports with falling exports caused a fresh drain upon 
their London funds. 


The principle of “ smoothing,” if literally applied, 
demanded that part of the 1933-34 hanaon surplus 
should be utilized to make good the 1934-35 London 
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TABLE III 
[TRADING Banks’ DEPOSITS AND ADVANCES 


(In Australia only) 


Quarterly Fixed Deps. Advances Invest- 
Averages Deposits to Total Advances Ratio ments 

£A mill. " £A mill. % £A mill. 
1929: June .. 284°4 62-21 246°7 86°71 17°8 
| aa 275°2 64°83 269°5 97°92 15*2 
1934: June .. 296°1 65°92 235'°4 79°49* 18:0 
Dec. .. 291°3 64°89 240-8 84°74 21°4 
1935: June .. 290-6 63°50 252°2 86-81 23°1 
Dec. .. 288-0 62°07 259°2 89-98 1g*0 
1936: June .. 289°9 62°43 260°7 89-89 14°9 
i —_ 289°8 62°05 205°9 gI°75 14°0 
1937: June .. 312-0 61-79 259°7 83°25 16°6 
| aa 312°8 61-38 272°6 87-14 2I°1 
1938: June .. 319°3 62-29 284-1 88-98 22°1 


shortfall—in other words, that the 1934-35 drain should 
be prevented from exerting deflationary effects upon the 
domestic banking structure. To secure 100 per cent. 
neutralization it would be necessary for the Common- 
wealth Bank to increase its security portfolio by an 
amount equal to the drain on the trading banks’ London 
funds. Complete neutralization, however, is only rarely 
either necessary or desirable in circumstances such as 
obtained in 1934-35; and in that year the authorities did, 
in fact, neutralize only about 28 per cent. of the drain. 
This relatively cautious policy was probably dictated by 
two considerations : first, by the knowledge that London 
funds had only just been built up to a reasonable level, and 
that any severe drain on them ought to be prevented; 
secondly, by the fact that the import strain was at that 
time strongly supplemented by an outflow of capital 
caused by repatriations of overseas funds previously 
retained in Australia in the hope of a reduction in the 
discount on the exchange. It is possible, too, that at 
that stage the authorities were not sufficiently aware of 
the function of Treasury bills in the banking mechanism, 
and in pursuing their policy of reducing the supply of 
bills available to the trading banks, probably did not 
give sufficient consideration to the consequent reper- 
cussions upon the banks’ cash position—in practice, 
Treasury bills are regarded as equivalent to cash. 
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At all events, whereas in the year to June 30, 1935, 
total London funds dropped by {22-2 millions to 
{48-2 millions sterling, trading bank cash (taking the 
quarterly averages) dropped by f£A14-6 millions to 
£A38-4 millions, and trading bank Treasury bill holdings 
dropped by £A5- 4 millions to £A24-2 millions, making 
a total decline of £16 millions sterling in cash assets as a 
whole. Thus, despite the partial neutralization, the 
whole of the big demands for credit which arose from the 
revival of secondary industry had to be met at a time 
when the credit base was being severely contracted. 
Finance for the secondary reviv al, in short, had to be 
found by drawing upon the “ slack ’”’ within the commer- 
cial banking structure itself; and in 1934-35 the trading 
banks made £A16-8 millions of net t additional advances— 
an increase of 7 per cent.—by allowing their cash ratio to 
fall to 13-2 per cent. (the cash-plus- ‘bills ratio dropped 
from 27*9 to 21-6 per cent.) and their advances ratio to 
rise from 79-5 to 86-8 percent. At this period, therefore, 
the volume of credit granted was not merely maintained, 
but was actually increased, in face of falling London 
funds. The smoothing principle was working—thanks 
to the elasticity of trading bank policy. 

In the circumstances of the time, the cautiousness of 
the authorities was understandable; and, in view of the 
re-building of bank cash in the previous year, it was not 
unreasonable that they should leave most of the smooth- 
ing action to the trading banks. It was a different 
matter, however, in 1935-36, for the expansion of 
secondary activity continued and demands for bank 
accommodation further increased. With the banks 
already working to a relatively low cash ratio and a 
high advances ratio, there was clearly a danger that they 
might be forced to refuse customers’ demands, or even 
in some cases to call in existing loans. Yet the Common- 
wealth Bank made no move to expand the cash base, and 
the trading banks were obliged to sell investments in 
order to meet customers’ needs, thereby accentuating 
the rising tendency of long-term interest rates. By the 
close of 1935, therefore, there were widespread com- 
plaints that the deflationary policy of the authorities was 
threatening the incipient business recovery. The authori- 
ties, however, were concerned at the actual and potential 
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strain upon London funds, and were anxious to keep the 
rise in imports within bounds: the Commonwealth 
Bank report at the year-end emphasized this factor, 
advocated a balancing of budgets and a decrease i in loan 
works, and declared that “‘ no inflationary measure ”’ was 
justif hed as a remedy for the “ existing disequilibrium.” 
Actually, the season turned out a eood deal better than 
had at one time seemed probable, with a credit com- 
modity balance of £23-3 millions and only a negligible 
draft on London funds, but with a further increase in 
advances achieved solely by a further lowering of the 
trading banks’ cash ratio to 10-6 per cent. 

In the light of the subsequent trend—it is easy to be 
wise after the event—it does seem that official policy ut 
this period erred on the side of caution. But, despite the 
rising luxury imports and building speculation, it is 
probable that the authorities would have been less con- 
servative had they not felt hampered by lack of adequate 
technical facilities. In a country with no organized 
short-term money market, and with only a narrow gilt- 
edged market, it is always very much easier for a central 
bank to inflate than to deflate—unless the deflation is to 
be really violent in its effects. The writer has excellent 
grounds for saying that it was the consciousness of this, 
and the consequent desire to improve the _ technical 
facilities for control, and not any deflationary motive, 
that prompted the experimental issue of Treasury bills 
to the public—issues otherwise have been exclusively to 
the banks—which aroused such heated controversy in 
early 1936. The experiment was, however, both ill-timed 
and clumsily managed; and it is to be hoped that its 
supposedly ‘‘ disappointing ”’ results will not deter the 
authorities from adopting the advice of the Banking 
Commission to explore the possibility of creating an open 
market for Treasury bills. 

At the time, certainly, the unfortunate psychological 
effect of its one unusual move did seem to throw the 
Bank back upon its traditionally conservative policy. It 
is tempting to speculate upon what its attitude would 
have been in the succeeding season had not the commodity 
boom come to its rescue. As it was, the relief was sub- 
stantial, for although in 1936-37 exports leapt by some 
£18 millions sterling, imports rose only moderately, with 
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the result that London funds—thanks partly to an inflow 
of overseas investment monies—rose by no less than 
{24-8 millions to £70 millions sterling. Thus the authori- 
ties were able to hold the purse-strings less tightly : bank 
cash was expanded by £A7°-5 millions. And as, simul- 
taneously, the rise in advances was checked—chiefly 
because of the greater liquidity of industry—the banks 
were able to increase their investments and yet raise 
their cash ratio to 12°3 per cent. 

Once again, therefore, the banks faced a turn in the 
export tide with their position greatly strengthened. In 
the past year, once again, they have had to bear the 
double strain of falling exports and the delayed effects of 
the previous year’s bumper season. Despite the steep 
fall in export value s—the export price index has dropped 
by over 30 per cent. from its peak in April, 1937—the 
internal boom has hardly wavered, and unemploy ment 
has declined to a bed-rock minimum. Thus imports 
have jumped by {£21 millions sterling—by far their 
biggest leap yet and bank advances have moved very 
strongly upwards. This time, moreover, there has been 
little, if any, neutralization by the authorities. Indeed, 
if bills be included, bank cash has actually fallen below 
its 1936 level, as the following table shows :— 





LonDON FuNpDS AND BANK CASH 


Total Cash 
June London Bank Cash plus Bills Cash and Bills 

Quarter Funds* Cash Ratio Ratio 

£St. fA £A £St. % % 

Mill. Mill. Mill. Mill. 
1934 ~~ 70°4 53°0 82-6 66-1 17°9 27°9 
1935 ‘ce 48-2 38-4 62-6 50°1 13°2 21°6 
1936 “a 47°2 30°38 55°7 44°6 10°6 1g°2 
1937 a 71°9 38-3 63°4 50°8 12°34 20°3 
1938 .. 60-65T 33°5 52°9 42°3 I0°5 16-6 


* June 30 figures based on Commonwealth Bank’s published 
computations. + Estimate; official figure not yet available. 


On this occasion, however, there have been no serious 
criticisms of the deflationary policy. As long ago as 
last November, in fact, when export prices were much 
above their present level, the Bank of New South Wales’ 
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chairman voiced a warning in no uncertain terms. The 
opinions he expressed then seem even more valid to-day. 
In the circumstances, it is a little surprising to find that 
the banks over the past year have not merely added 
over {A24 millions to their advances, but have actually 
employed in new investments the whole of the sums 
released by a contraction in their Treasury bill portfolios, 
with the result that deposits have risen further. 

Certainly, the outlook for the new season is much 
better than might have been expected. Last season’s 
exports, despite the sharp decline in wool proceeds, 
showed only a small fall, and on present indications 
there is no need to envisage any catastrophic setback 
this year, though a bigger fall is probably inevitable. 
Normally one would look for an early reduction in imports, 
though whether this occurs will depend quite largely 
upon the lending policy of the banks. But the stress of 
last season, which has reduced the cash ratio to the almost 
unprecedented figure of 10-5 per cent., leaves no scope 
for liberality even if the hatin wished it. And the 
authorities, mindful of the inevitably inflationary effects 
of defence spending, are not likely to reverse their 
contractionary policy. In this instance, therefore, the 
still quite comfortable level of London funds is no 
assurance that imports will be maintained in conse- 
quence of a smoothing policy. On the contrary, it seems 
that it will need all the combined ingenuity of the 
authorities and the trading banks to prevent quite sharp 
credit repercussions upon the business structure. There 
will be ample scope for a wise credit control; and the 
Government's decision upon the Banking Commission’s 
proposals is awaited by some with an interest not 
untinged with anxiety. 











Germany’s Financial Crisis 
By W. G. J. Knop 


HE month of August has seen the most serious 

slump in prices experienced by the Berlin Bourse 

since the Nazi advent to power in 1933. The 
first signs of a downward movement became apparent 
in the latter part of 1937, but the subsequent recovery 
during the first few months of the year more than 
made good the losses sustained. In May, 1938, the 
downward trend was resumed. It has continued ever 
since with but minor and temporary breaks. The 
following table of representative securities gives an 
indication of the extent of the slump : 


TABLE OF LEADING INDUSTRIAL SHARE PRICES AND 
LAST DIVIDENDS DISTRIBUTED (IN PER CEN T). 
Highest Lowest Dec. 31 Aug.1 Aug.37 


1938 1935 1937 1938 1937 
A. eG. ‘4 s 127 104} os 111} IO] 
Bekula ( iro} is 5S 1714 148} 1044 152 147 
El. Lief. Ges. (6) re 132; 114 132 118} IIo 
EI. Licht & Kraft (7) .. 1473 1273 1433 134} 121 
Gesfiirel (7) ve ae 155 124 144% 1314 I2I 
Lalimeyer ee is 1373 115 121} 1254 I16 
R. W. E. (6) 8 oe 132 1143 130 1202 114 
Siemens & Halske (10).. 215} 183, 2054 187° 179 
Ver. Stahl (5) .. ae 110; 983 1122 IOI? 96 
Hoesch (5) ; 3 118} 104 1073 1083 99 
Rh. Braunkohle (12 | ae 2342 202 2324 206} 199 
Kali i Aschersl. (4) — 117_ go} 115 97 S88 
\ intershall (5) .. ae 137% 108} 133% 118} 103 
I. G. Farben (8) Es 104% 143} 159 1503 142 
Bemberg (6) or i 1534 1194 137 127 11g 
Schultheisz (4) .. 3 1034 934 97 | 98} g2 
Daimler Benz (74) “ 154% 1223 1363 132} II7 
Deutsche Bank (6) bod 128} 115 1244 117 113 
Reichsbank (12) i 213 180} 2093 1853 176 
Se as 3 
Reichsbahn (7) .. a 132 1212 131% 123} I2I 
Hapag (0) i = $33 583 79 65} 58 


Undoubtedly political anxiety has had its fair share 
in producing this serious collapse of prices. After weeks 
of concerted official attacks on Czechoslovakia, the rather 
unusual circumstances of the German army manceuvres 
apparently created a widespread impression in Germany 
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that war was imminent. To that must be added the 
special influences which the extension of anti-semitic 
persecution into the economic field has had on the 
Bourses. The volume of Jewish sales of securities has 
been heavy and persistent. At the same time many 

“Aryan” capital owners were selling stocks in order 
to obtain cash for the purchase of Jewish businesses. 
While the joint influence of political anxiety and of 
economic pressure on the Jews was an important factor 
in the weakness of the Berlin Stock Exchange, however, 
the decisive influence was undoubtedly financial. 

There can be no doubt that the financial position 
of the Reich has been more critical this summer, and still 
is, than at any other moment since 1932. It will be 
remembered that early this year the need for centraliza- 
tion of Government expenditure was recognized by 
General Goering, and that as a result it was decided to 
replace the old sy stem of special bill financing by a new 
system of issuing “Delivery” Treasury bills. The 
characteristic of the previous system had been that these 
special bills could be issued by any Government depart- 
ment in payment to contractors. If, for instance, a 
department of the Ministry of Transport in Munich 
wanted to build a road, it was able to do so without 
being obliged to obtain the permission of the Ministry 
of Finance. In settlement of the costs 20 per cent. or 
30 per cent. was paid in cash and the remainder in short 
term bills. These bills were discountable with the banks 
and rediscountable with the Reichsbank. Thus the 
only indication which the central authorities had of the 
amount of this short term borrowing was from the 
accumulation of special bills with the Reichsbank. It 
is clear that this system opened the door wide to financial 
extravagance. 

Under the present system, if a government depart- 
ment wants to spend money above its fixed budget it 
has to apply for the necessary authorization from the 
Ministry of Finance, and the Ministry, if unable to meet 
this expenditure out of current revenue, issues “‘ Delivery 
Treasury bills which are valid for six months and are 
discountable with the banks but not rediscountable with 
the Reichsbank. In sharp contrast to the special bill 
system, which was carried on under a cloud of secrecy, 
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the figures of the ‘‘ Delivery ”’ bills issued are published 
monthly. 

When this new system came into force on April 1, 
1938, the authorities felt that it could only operate if the 
amounts of “Delivery” bills issued did not exceed 
Rm. 400,000,000, per month. It was estimated that the 
Government, by bringing the strongest pressure to bear 
on the capital market, could issue approximately 
Rm. 5 milliards of long term loans. So that, at the 
rate of Rm. 400,000,000 of “‘ Delivery ”’ bills being issued 
a month, the Government could expect to consolidate 
these bills at maturity. 

For reasons not quite plain the attempts at economy 
undertaken in the spring of this year have broken down 
completely. Even if full allowance is made for the vast 
capital expenditure schemes taken in hand in Austria, 
for the planned progress of rearmament and the various 
aspects of Nazi extravagance, the fact remains that the 
last six months or so have seen an all-round increase in 
expenditure at a truly remarkable rate. Some of this 
expenditure is entirely ‘senseless, such as the big rebuilding 
schemes of five large German cities—Berlin, Munich, 
Nuremberg, Hamburg and Cologne. 

In spite of the tremendous revenue from taxation, 
the heavy milking of party funds, and of all available 
public or semi- public funds, the need for short term 
borrowing has proved much heavier than was anticipated. 
In April Rm. 250,000,000 worth of “ Delivery”’ bills 
were issued, in May Rm. 480,000,000, in June 
Rm. 520,000,000, in July Rm. 560,000,000, and in the 
first hall of August between Rm. 280,000,000 and 
290,000,000. 

To the German business community the revelation 
of this extremely extensive short term borrowing has 
come as a serious shock, and it can be said that for the 
first time searching doubts have arisen among large 
sections of German capital owners as to the soundness 
of the financial outlook in Germany. As a result the 
owners of ‘“ Delivery” bills have been very eager to 
dispose of them as soon as they received them. The 
banks have consequently been faced with a completely 
unexpected demand for cash, a demand which they have 
not always found it easy to meet. 
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To make things worse, German industry is faced 
with an extreme stringency of capital. The days of 
huge and easy profits are over. The labour shortage 
and the fact that industry is working to full technical 
capacity, together with the constant rise in taxation and 
in raw material costs, have produced a situation in which 
industrial costs generally are mounting rapidly. Such 
capital reserves as exist are badly needed for the extension 
and renewal of plant. Far from being any longer able to 
lend large sums to the Government, German industry 
is in fact itself in considerable need of capital. 

From the Government’s point of view, the financial 
situation looks particularly grave because the Govern- 
ment is quite unable to issue long term loans (unless this 
is done compulsorily, which, of course, would only 
intensify the dearth of capital in industry), while the 
banks are likely to find it less and less easy to take up 
the hundreds of millions of “ Delivery’”’ bills which 
now cannot be passed on to the Reichsbank. At the 
same time, the month of October is approaching during 
which the first Rm. 250,000,000 “ Delivery”’ bills will 
come in for repayment. How the Government is going 
to manage this without simultaneously reissuing some- 
thing like Rm. 800,000,000 of new bills is at the present 
moment a mystery to German financial circles. 


Meanie of Law 
By Maurice Megrah 


Share-Pushing 


FP | NHE end of July saw the introduction of the 
Prevention of Fraud (Investments) Bill, designed to 
achieve its purpose by providing for the licensing 

of dealers in securities, restricting the registration of 
industrial and provident societies and penalizing 
fraudulent inducement to invest. Many of the provisions 
of the bill have already been subjected to criticism and 
not least clause 9, which prescribes heavy penalties 
for certain inducements to investment. This criticism 
has so far come mainly from stockbrokers, but it would 
seem that the clause must be seriously amended before 
even bankers can regard themselves as safe to carry on 
their existing stock exchange or investment functions. 
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MATTERS OF LAW 24.5 


Cle iuse g reads as follows :— 

Any person who by any statement which he knows, 
or could reasonably be expected to know, to be false, 
misleading or deceptive, or by any dishonest conceal- 
ment of material facts, or by any promise or forecast 
which he has no reasonable ground for supposing to be 
likely to be fulfilled or verified, induces or attempts to 
induce another person— 

‘(a) to enter into, or offer to enter into, any 

“ agreement for, or with a view to, purchasing, 

“ selling, subscribing for or underwriting securities, 

‘“ or any agreement the purpose or pretended purpose 

‘‘ of which is to secure a profit to any of the parties 

“from the yield of securities or by reference to 

“ fluctuations in the value of securities, or 

‘ who conspires with any other person fraudule ntly 

“ to induce a person to do any of the acts mentioned 
in paragraphs (a) to (c) of this section, shall be 
guilty of an offence, and shall on conviction on 
indictment, be liable to penal servitude for a term 
not exceeding seven years or, on summary con- 
viction, be Hable to imprisonment for a term not 
exceeding six months or to a fine not exceeding 
two hundred pounds or to both such imprisonment 
and such fine.” 

Subsections (b) and (c) deal with property other 
than securities, and commodities, and a banker is hardly 
likely to be affected by them. Nor is he likely to be 
concerned with a conspiracy “ fraudulently to induce a 
person to do any of the acts mentioned in paragraphs 
(a) to (c)’’ of the section. But he is definitely interested 
to see that the opening part of the clause is re-worded 
to allow of his continuing his present functions without 
labouring under such absolute duty of making enquiry 
as would make it physically impossible for him to 
continue his present usefulness in connection with 
securities. 

The wording whose interpretation is in doubt is 

“ by any oo which he . . . could reasonably be 
expected to know, to be false, misleading or deceptive, 
or by any ia or forecast which he has no 
reasonable ground for supposing to be likely to be 
fulfilled or verified, induces 
By what standards are ‘‘ reasonably ’’ and “ reason- 
x 2 
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able’’ to be construed? It would seem beyond doubt that 
honest ieaomidicn is no excuse if it could “ reasonably ” 
be held that the advice or information given by a 
banker was such as he could have known was misleading 
or deceptive if he had made proper or fuller inquiry 


beforehand. 

It is no answer to the problem to argue that a bank 
is not liable for any representation made by a manager 
or other official except when the representation is 
fraudulent, for it is hardly likely that any liability for 
loss which could be directly attributed to an official, 
acting ostensibly in the course of his duties, would be 
repudiated. The problem remains, therefore; but it can 
be solved by more precise definition in the wording of 
the clause. It may be that any amendment of that 

vording which may be called for by bodies other than 
bankers m< iy be found to satisfy these latter also: but 
bankers should hold a watching brief, even if for the 
time they take no active part in the proceedings. 


Garnisheeing a Joint Banking Account 


I do not know how long ago it is since banks first 
conducted joint accounts on instructions from the 
account holders to honour the signature of any one 
party, but ever since I can remember they have refused 
to regard such an account as attachable by a garnishee 
order founded on a judgment debt owing by one party 
only. They based their attitude on Macdonald vy. 
Lacquah Gold Mines Co. ( [1884], 13 Q.B. 535, C.A.) 
and Beasley v. Roney ( [1891] 1 Q.B. 509). Their argu- 
ment would, I think, have been that the account was a 
joint account, the debt due by the bank being to joint 
holders and indivisible; that the balance could be dealt 
with only on the joint instructions of the parties, save 
in so far as these latter granted rights to any individuals 
of their number. They would have said that the right 
of any one to draw the whole, or any part, of the balance 
did not constitute him a creditor of the bank until he 
demanded payment, which usually meant until he 
presented a cheque drawn by himself alone, and then 
he was only a creditor for the amount of that cheque. 


On the case of Hirschhorn v. Evans being taken to 
appeal, the previous decision in favour of the plaintiff was 
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reversed by all members of the Court, Greer, Slesser and 
Mackinnon, L.JJ., though Greer, L.J. found for the 
defendant purely on the fact that the ownership of the 
balance was in the wife as well as the husband. 

On the point of law whether a joint account could be 
attached by a garnishee order based on a judgment given 
against one party, Greer, L.J. found himself unable to 
agree With his brother Judges. He found support for 
his view in the judgments of Bankes and Atkin, L.JJ. 
in Joachimson v. Swiss Bank Corporation ( [1921] 3 K.B. 
110). He quoted Bankes, L.J. as follows: 

Applying Lord Esher’s test, as laid down in 
“ Hamlyn & Co. v. Wood & Co. ( [1891] 2 QO.B. 488; 
12 Digest 610, 5042) to the question whether the term 
contended for by the appellants must be implied in the 
contract between banker and customer, I have no 
hesitation in saying that it must. It seems to me 
impossible to imagine the relation between banker and 
customer, as it exists to-day, without the stipulation 
“ that, if the customer seeks to withdraw his loan, he 
must make application to the banker for it. It has 
been suggested that a decision to this effect would run 
counter to a line of authorities which have recognised 
and allowed garnishee proceedings in reference to 
amounts standing to a customer’s credit on his current 
account, upon the ground that such amounts were 
debts capable of being attached. I do not agree with 
this suggestion. The effect of the service of a garnishee 
order nist is, according to Lord Watson in Rogers v. 
“ Whiteley ( [1892] A.C. 118; 21 Digest 627, 2121), to 
make the garnishee “ custodier for the court of the 
whole funds attached.’ The service of such an order 
is, in my opinion, a sufficient demand by operation of 
law, to satisfy any right a banker may have as between 
himself and his customer to a demand before payment 
of moneys standing to the credit of a current account 
can be enforced. As no demand for payment in the 
present case was made on or before August I, IgI4, 
it follows, in my opinion, that the plaintiffs had no 
a cause of action on that date, and the claim 
fails on that ground.”’ 
It may, pe rhaps, be recalled that Atkin, L.J. suggested 
that, after service of the order nisi, there was ample 
power to provide for a demand being made before an 
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order for payment was made. Perhaps, too, it will be 
remembered that following the Joachimson case, the 
doubt was expressed by that eminent banking lawyer, 
Sir John Paget (of whose death we have just learned 
with “~ regret), whether the views of Bankes and 
Atkin, L.JJ. could - rate and whether there was any 
foundé Fe for garnishee proceedings at all in the absence 
of the demand ‘(which the Joachimson case had said was 
essential to the enforceability of a debt), seeing that the 
customer could have made no demand (on a current 
account) and that the judgment creditor was not in a 
position to do so. With respect, it seemed almost as if 
the Court in the /oachimson case found that its decision 
removed the very basis of garnishee proceedings and had 
to get round the dilemma somehow. 

Be that as it may, Greer, L.J. accepted, as synonymous 
with his own, the view that ‘“ the service of such an _ 
is... a sufficient demand, by operation of law, to 

satisfy any right a banker may have as between himself 
and his customer to a demand before payment of moneys 
standing to the credit of a current account can be 
enforced.”’ [From this, he seemed to think that “ if the 
garnishee summons was equivalent to a demand by the 
husband, the husband as well as the wife having the 
right to demand the payment of the sum, and afterwards 
moneys were paid on the husband’s cheque by the bank, 
the bank cannot rely on the payment of that which had 
been already demanded through the garnishee summons 
by the husband for the purpose of the execution creditor.” 
He thought, too, that that view was i ey by the 
judgment in Harrods v. Tester ( {1937 All E.R. 236). 
It is to be noted that his ps ship did not follow 
Joachimson v. Swiss Bank Corporation; on the contrary, 
he regarded it as supporting his own opinion, which, 
allied to that of Bankes and Atkin, L.JJ., cannot be 
ignored, in spite of what seems to me the more correct 
view of Slesser and Mackinnon L.JJ. in the case we are 
discussing—not forgetting that advantage may be taken 
of the right granted to the plaintiff to ‘take the matter 
to the House of Lords. 

Slesser, L.J. took the view that: “ The right con- 

struction to put upon the opening of the account on 

February 8, 1935, notwithstanding the fact that both 

the judgment debtor and his wife were thereby 
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‘“ authorised to sign cheques, is that that account was 
a joint account. I entertain no doubt that, if the bank 
‘had failed to meet its obligations, the rights under this 
account could only have been exercised by both the 
‘“ persons, the husband and the wife, joining in whatever 
claim might be appropriate under the account. 

“Tf that view be the right one, I think that the case 
falls within the principle stated in Macdonald v.Tacquah 
Gold Mines Co.” 

He referred to statements in that case by Bowen, L.J. 
to the effect that ‘‘ Where money is due on a covenant 
‘“ made with two persons jointly by which it is to be paid 
‘ to such two jointly, no one of those two has any right 
“ to that money without the other of them.” and by 
Fry, L.J.: “‘ f adhere to what was said by this Court 
“in Webb v. Stenton ( [1883], 11 O.B.D. 518; 21 Digest 
625, 2107) as to the word ‘indebted’ in that rule. 
Then can it be said that the defendant company was 
indebted to the judgment debtor when they were in- 
debted to him and another person jointly only ? It seems 
clearly it cannot, and that the words of the rule are 
not applicable to such a case. If they were, the result 
would be to enable a judgment creditor to attach a 
debt due to two persons in order to answer for the 
debt due to him from the judgment debtor alone, 
which would be altogether contrary to justice.” 

He (Slesser, L.J.) was unable to accept the view that 
in so far as each of these persons has the right to 
demand payment of the money in the account under 
the specific authorization to accept the signature of 
either of them, this account is in its nature several 
as well as joint.”’ “I think that one has to look at 
the account as a whole, and, looking at the account 
as a whole, I think that it is in the nature of a joint 
account on which the bank are liable to both parties 
Jointly, and, consequently, the garnishee order is 
misconceived in stating that the bank are indebted 
to the said judgment debtor in the sum there stated, 

whereas, in reality, they are indebted to the judgment 
' debtor and to his wife jointly.” 

Mackinnon, L.J. referred in his judgment to Beasley 
V. Roney ( [1891] 1 Q.B. 509; 21 Digest 630, 2135), 
in which a husband and wife recovered judgment 
against the London General Omnibus Company, and 
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in particular to the judgment of Pollock, B., who 
cited Macdonald v. Tacquah Gold Mines Co. as a 
distinct authority to show that ‘‘. . . the debt owing 
by a garnishee to a judgment debtor which can be 
attac hed to answer the judgment debt must be a debt 
due to the judgment debtor alone, and that where it is 
only due to him jointly with another it cannot be 
attached.” He thought the proposition (to which the 
Judge in the lower Court appeared to subscribe) utterly 
wrong that ‘“‘ when a garnishee order in regard to some 
“ named judg ‘ment debtor is served on a bank, the bank 
must, at its peril, hold up any account in which the 


“6 


“ judgment creditor can subseque ntly prove that the 
judgment debtor had an interest as principal, cestui 
‘“ gue trust, or in any other way,” and that the enforce- 


ment of such a proposition would impose quite an unjusti- 
fied and intolerable burden on the bank 
We think so, too. 


Appointments and Retirements 
Mr. W. FAVILL TUKE 


Former Barclays Chairman to retire 

It was announced on August 17 that Mr. William 
Favill Tuke has decided, for reasons of health, to resign 
his seat on the board of Barclays Bank, Ltd., as from 
September 30. 

Mr. Tuke succeeded the late Mr. Francis C. Goodenough 
as chairman in 1934 and fulfilled that office with great 
distinction until 1936. His connection with the bank 
and its predecessors has extended over a period of 
54 years. Mr. Tuke has had an extremely wide experience 
of banking in its many branches. He commenced his 
banking career in 1881 with the Sheffield Banking Co., 
Sheffield. For a short time he served with Barclay 
Bevan & Co. and then for a year with the London discount 
market firm of Brightwen & Co. : 

In 1891 he bec came a partner in Gibson, Tuke & 
Gibson, of Saffron Walden, which five years later amalga- 
mated with Barclay & Co.. Ltd., one of the constituents 
of the present bank. 

Mr. Tuke was born in Saffron Walden in 1863, is a 
Freeman of that Borough and has twice been its mayor. 
He is also a Freeman of the City of York and a J.P. for 
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Essex. Mr. Tuke’s decision to terminate his active 
career in the bank, and the reason for it, will be greatly 
regretted in the City. 


Barclays Bank 
Lt.-Col. Vere Egerton Cotton has been appointed 
a member of the Liverpool and Manchester local boards 
Barclays Bank. 


Lloyds Bank 

Mr. E. A. Fry, of Acocks Green branch, Birmingham, 
has been appointed manager of the Alfreton Road branch, 
Nottingham, in succession to the late Mr. T. G. Parkinson. 

Mr. E. R. W. Bryson, from Quayside branch, New- 
castle upon Tyne, is to become manager of the Derby 
branch in succession to Mr. G. W. Evans who will retire 
shortly. 

Mr. J. Dewell is promoted from the Inspection Staff 
to sub-manager of the Executor and Trustee Department, 
Birmingham. 

Mr. W. J. Munden, of the Exeter branch, has been 
appointed manager of the new Executor and Trustee 
Department, Bristol. 

Mr. A. E. Rogers, formerly of the Executive and 
Trustee Department of the Birmingham branch, has 
been appointed manager of that department at Exeter. 

Mr. J. O. Boldero, from the Huntingdon branch, is 
to become manager of the Hertford branch in succession to 
Mr. E. S. Bone who will retire shortly, while Mr. M. H. B. 
Rumbold from the Willesden Green, N.W., branch is 
to be manager of the Shirley branch, Southampton, upon 
the retirement of Mr. C. G. Thomas. 

Mr. H. Partington has retired from the Advance 
Department of Head Office. 


Martins Bank 

The retirement on pension is announced of Mr. Percy 
Woodhouse, Manchester district general manager. In 
appreciation of his services, he has been elected to a 
seat on the Manchester board of the bank. Born in 
1873, Mr. Woodhouse has had experience with Williams 
Deacon’s Bank, the Union Bank of Manchester, and the 
Palatine Bank, of which bank he became general 
Manager. Owing to the absorption of that bank by 
the Bank of Liv erpool, predecessors of Martins Bank, 
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Mr. Woodhouse came into the service of the latter and 
has held the position of Manchester district general 
manager for the last five years. He is a Fellow of the 
Institute of Bankers, London, and a Vice President of 
the Manchester and District Bankers’ Institute. 

Mr. Clifford J. Verity, assistant district manager, 
has been appointed Manchester district general manager, 
and Mr. John Froggatt assistant district manager. 

Mr. James S. Richards has been appointed Man- 
chester superintendent of branches. 

Mr. L. K. Holden has been appointed Manchester 
chief inspector. 

Mr. F. Roberts, formerly manager of Hendon branch 
is to be manager of the newly opened Croydon branch. 

Mr. W. B. Butterworth from the London Office is 
to be manager of the Hendon branch. 

National Bank of Scotland Ltd. 

Mr. Duncan Macniven is retiring from the Fort William 
and Mallaig agencies, and will be succeeded at the Fort 
William branch by Mr. Calman MacLennan of the 
Edinburgh West End branch, while the Mallaig branch 
will be dissociated from that at Fort William, 
Mr. Alexander John Coghill becoming sole agent. 


North of Scotland Bank 

Mr. George Lawrence, assistant local manager, 
Glasgow, has been appointed local manager, while 
Mr. Alexander L. Taylor, joint agent at Kilmarnoch 
branch, succeeds Mr. Lawrence as _ assistant local 
manager. 

Mr. James A. Davidson has been appointed joint 
agent at Kilmarnoch branch, along with Mr. H. Gilmour 
Wylie, the remaining joint agent. 

Mr. Andrew M. MacKenzie, agent at Gardenstown 
branch has been appointed agent at Thurso branch. 

Mr. W. G. Towns, formerly of Fraserburgh, has been 
appointed accountant at Falkirk branch. 

Mr. John Bruce, an assistant inspector of branches 
at Head Office, has been promoted to be an inspector of 
branches. 

Lloyds & National Provincial Foreign Bank, Ltd. 

The Registered Office and City Office has been trans- 
ferred from 34 Threadneedle Street to 10, Moorgate, 
E.C.2. 











American Banking 
By a Correspondent 


HE recovery in the stock market and in business 

which began late in June has continued through 

July. Evidences of business gains have become 
more numerous but continue to fall far short of the 
vigor displayed by the stock market. 

Consumer goods, as was to be expected, are showing 
much more improvement than are the heavy industries. 
By the first half of July, the value of department store 
sales was running 6 to 8 per cent. lower than a year ago, 
a decline which was about equal to the reduction in 
prices and thus indicated a turnover of merchandise 
about ec ee to that a year earlier. The operations of 
the steel industry had recovered by the end of July to 
about 37 per cent. of capacity, as compared with 25 to 
28 per cent. in June. The industry was, however, 
operating at a heavy loss, having recently put into effect 
drastic price cuts without any offsetting wage reductions. 
Retail sales of the automobile industry have improved 
and the outlook there is now considered more promising. 

Security prices, on the average, had recovered by the 
end of July more than 50 per cent. from their low prices 
of last March and were at the highest levels since last 
October. In the face of very general expectations of a 
set back the market showed extraordinary resistance, 
with a tendency for trading to slacken in periods of 
weakness and to expand with advancing quotations. 
Far more than anything which has appeared in the 
business statistics, the rally in the stock market has had 
the effect of improving business sentiment. There re- 
mains, however, a very considerable amount of scepticism 
and a tendency on the part of business men and bankers 
to predict that the recovery will be short-lived. 

As yet the banking system has been untouched by 
the revival. Although the decline in commercial loans 
has shown signs of slowing down, it has not yet been 
arrested and the total volume of bank loans and invest- 
ments continues to shrink to lower figures than have been 
seen for three years and more. 








254 THE BANKER 


The following table shows the position towards the 
end of July of the reporting member banks of the Federal 
Reserve in ror leading cities of the country, as compared 
with a month and a year earlier : 


(In millions of dollars) 
Increase or decrease 


since 
July 27, June 29, July 28 
1935 193 35 1937 

Demand deposits adjusted — 15,160 | 124 129 

Deposits of foreign banks .. 303 t7 208 

Total loans and investments ‘ 20,550 —- 5 . 1,727 
Commercial, industrial and agricul- 

tural loans - ie ie 3,869 - 67 556 
Loans to brokers and dealers in 

securities .. 595 57 768 
U.S. Government’s "direct and in- 

direct 9,299 - 41 172 

Other securities 3,090 + 114 1 68 

Reserves 6,675 - IOI 1,444 


In spite of the large fall in the are earning assets 
adjusted demand deposits have now been “ reflated’ 
to a level above that of a year ago as a consequence of 
the continued disbursement by the Treasury of funds 
previously acquired, including the funds liberated by 
the desterilization of $1,400,000,000 gold, provided for 
last April. From the standpoint of those who emphasize 
the liability side of the banking balance sheet, therefore, 
a considerable “‘ reflation ’’’ has been achieved. But the 
experience of recent years in this country indicates that 
an expansion in the money supply derived from govern- 
ment spending produces a sluggish type of deposit which 
is apt to lie idle, rather than the active deposits which 
result from increased bank loans. 

The banks themselves have again been under a severe 
fire of criticism from Administration circles for their 
failure to make loans. In particular Jesse H. Jones, 
chairman of the Reconstruction Finance Corporation, 
has let loose a series of letters and speeches in which he 
frankly warned the banking community that unless 
it finds a way to lend money it will face the prospect 
of having the government take over the business of 
banking. The bankers have replied to these strictures 
with arguments which are now thoroughly familiar and 


which are, as far as they go, a sound defence. They 
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contend that they are making every effort to lend money ; 
that they can find no bankable loans, and even receive 
very few applications for non-bankable loans. They have 
pointed to the balance sheet of Mr. Jones’s own bank 
down in Houston, Texas, which is as stuffed with cash as 
any other institution; have shown that even the R.F.C. 
and the Federal Reserve Banks have been able to make 
very few loans, despite the fact that they admittedly 
accept risks which would not be appropriate to private 
commercial banks. 

Mr. Jones, however, is quite as well aware of the force 
of these arguments as are the bankers in private life 
who make them. That he persistently returns to the 
attack can mean only that he is trying to warn the bankers 
that, regardless of the technical soundness of their 
arguments, they do, in fact, face a serious threat of losing 
their business to government agencies already in existence 
or likely to be created. The fact is that many of the 
larger institutions have ceased to be banks in any real 
sense and have become mere repositories for cash and 
government securities. In the larger Wall Street banks 
holdings of cash run as high as 60 per cent. of total assets 
and the over-all average of these institutions shows only 
25 per cent. of total assets employed in loans and discounts 
of all kinds. 

Consciousness of their own inactivity and the per- 
sistence of this governmental criticism has begun to 
shake the confidence of bankers in the rectitude of their 
position. It is undeniable that there does not exist any 
considerable demand for the type of ‘ sound”’ short- 
term commercial loan which the bankers by tradition 
and training are prepared to make. But it may be 
questioned whether there ever will be available over 
considerable periods of time a large demand for such 
loans. Important changes have taken place in the 
character of business which make unnecessary as large 
a volume of this type of credit as was formerly employed. 
On the other hand, new types of credit have come into 
demand; and since the commercial banks have been 
unprepared to supply these new types other institutions 
have developed. These new types of credit include the 
financing of instalment sales and the operations of 
factoring. The commercial banks have to a considerable 
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extent become wholesalers of credit to the instalment 
finance and factoring organizations but they are not 
directly engaged in the business. There exists also a 
demand tor capital loans that are too small to be served 
by the capital market and too slow to be served by the 
commercial banks on the basis of their present outlook. 
It should be said that the commercial banks have to 
some extent modified their practices. They are now 
very generally making term loans running up to five 
years and repayable in annual instalments, a practice 
that was almost unheard of a few years ago. Some few 
banks are even making loans up to eight years. For the 
most part, however, such loans are made only to large 
corporations, usually to facilitate the retirement of 
outstanding funded debt at a saving of interest. 

excess reserves of the member banks of the Federal 
Reserve System continued to expand until the middle 
of July by which time they had reached $3,150,000,000, 
the largest they had ever been except for a short time 
in December, 1935. The total is thus back to around 
where it was prior to the first increase in reserve require- 
ments in August, 1936. Had there been no increase in 
reserve requirements the current excess would be above 
$5,500,000,000. Gold continues to flow into the country 
from Japan and elsewhere and the monetary gold stocks 
rose to about $13,000,000,000 toward the end of July. 
This amount represented an increase of go per cent. 
. the period since devaluation of the dollar on January 31, 

934. The current holdings equal about 54 per cent. 
of the publicly reported gold stocks of the world, exclusive 
of amounts held by Russia and in the various stabilization 
funds. 

The revised budget estimates announced by the 
President provide, in round figures, for expenditures of 
$9,000,000,000, receipts of $5,000,000,000 and a con- 
templated deficit of $4,000,000,000 in the current fiscal 
year. Every effort is apparently being made to swing 
the new spending programme into action as rapidly as 
possible, and although the — force of spending is not 
expected to be felt until late in the year, some effects 
should be apparent shortly. 
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French Banking 
By M. Mitzakis 


HE slightly firmer tone of money rates which 
T became evident during the first half of July was 

consolidated as a result of a rise in the rate on 
loans against Bons de la Défense Nationale. ‘The 
Treasury continued to draw upon the market’s resources 
through its issues of Treasury bills. At the same time 
the demand for gold increased, especially during the firs 
half of August, when a passing weakness of ‘the franc 
led to a consider ‘rable increase in the discount on forward 
francs. 


May 31 June 30 July 31 
0/ o/ 


o™ 


oO 
/ / /O 

Bank of France rediscount rate ‘ss 2} 24 2h 
Market rate - as 1 Ne ~ 24 2} 
Day to day money - én 1} 2} 24 
Loans on Bons de la Défense : 

Market rate for I month + _ 2 2} 2} 

Market rate for 3 months 2 a ~ — 2? 
Loans on securities : 

Rate on the Parquet .. ae ee 3 1% 2 

Rate on the Coulisse .. =e a” 6} 54 58 


This new tension in the foreign exchanges was un- 
expected, since financial circles did not anticipate any 
difficulties before October. The extent of the new 
tension is indicated by the fact that the discount on 
forward francs for 3 months advanced in g days from 
Frs, 2:15 to Frs. 5 on August 11 and to over Frs. 7 on the 
following day. The spot sterling-franc rate was held 
pegged a shade under its limit of 179 to the pound. The 
Prime Minister and the Minister of Finance considered it 
necessary to reassure public opinion by declaring that 
there was no question either of a new devaluation or of 
exchange restrictions. They emphasized that the wave 
of distrust was not justified, since all the engagements 
of the Treasury were being met; that subscriptions to 
the Bons de la Défense Nationale were coming in satis- 
factorily; that taxation receipts were good and that 
savings deposits had increased at a time of the year when 
they generally declined. Since previous Governments 
have used and abused similar optimistic declarations, 
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the psychological effect of the statements made by 
MM. Marchandeau and Daladier has so far been limited. 

The last Bank of France return does not indicate 
any cause for the uneasiness of the market. The gold 
reserve remains unchanged at Frs. 55,808 million, and 
Government advances also remain unchanged at about 
Frs. 40 milliard. It is only the commercial items which 
have shown some change since July, without, however, 
affecting the reserve ratio, which remains above 47 per 
cent. The first sign of the open market operations 
authorized by decree at the end of June — in the 
Bank of France return for August 4, in the form of an 
increase in the item “Securities Purchased in France.” 
The increase for the week ended August 4 was about 
Frs. 207 million. The volume of open market operations 
was thus rather limited. 

The Stabilization Fund had to stand the burden of 
the private gold purchases carried out mainly in the 
London market. The reasons for this new wave of 
hoarding were manifold. There is uneasiness about the 
French budgetary situation and about the possibility of 
exchange restrictions ; the possibility of labour troubles is 
envisaged, and rumours of a possible devaluation are in 
circulation. As a result, liquid capital tends to seek 
refuge in gold. These gold purchases amount to an 
export of capital, since intermediaries who sell the gold 
have to buy it in London and have to pay for it by 
acquiring sterling. This accounts for the weakness of 
the franc which manifested itself during the past fort- 
night in spite of the depreciation of sterling in relation to 
the dollar. 

The extent of this gold rush is estimated at about 
£50 million within a few weeks. The result is a drain 
on the metallic reserves of the French and British 
authorities. On March 31, 1938, the combined gold stocks 
of the Bank of England and the British Exchange 
Equalization Account, reckoned on the basis of the 
present price of gold, amounted to £836 million. Ip 
France, in addition to the Frs. 55 milliard held by the 
Bank of France, the Exchange Stabilization Fund 
possessed about Frs. 15 milliard. Calculated on the 
basis of the present value of the gold, the present official 
French gold holdings may be estimated at about 
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Frs. 111 milliard. The combined French and British 
gold reserves appear to constitute an impregnable 
barrier to speculation. It is true that buyers of forward 
gold have to deposit a margin of only 5 per cent. 
Nevertheless, the extent of their operations is necessarily 
limited. Credit restrictions would be able to check the 
movement, which indicates fear of monetary instability 
during a period of economic depression and international 
political tension. 

End of Endof End of 

May June July 








RETURN OF THE BANK OF FRANCE. 1938 1938 1938 
ASSETS = millions of francs) 
Gold reserve ‘ ' ea es 55,806 55,808 55,808 
Foreign exchange reserve as oh 780 786 765 
Discounts (total) .. - ar Ae 7,845 5,690 7,132 
Advances on securities .. ‘a ise 3,558 3,614 3,544 
Advances up to 30 days .. at i 337 552 623 
Bonds of the Caisse Autonome ~ 5575 5.575 5,574 
Loans to the State - 3,200 3,200 3,200 
Provisional advances to the State : _ 
(a) Regularization of previous advances 12,084 12,084 12,084 
(6) Provisional advances ua sta I0,000 10,000 10,000 
(c) New advances (agreements of 
June 30, 1937 and March 22, 1938).. 18,050 18,050 18,050 
LIABILITIES. 
Note circulation .. isa I0I,077 102,087 Io1,116 
Current and deposit accounts (total) ae 17,346 16,014 17,341 
of which :— 
Treasury a ea a ‘a 463 552 468 
Caisse Autonome es pa as 2,502 2,693 2,666 
Private accounts sig bis fa I14,22I 12,642 14,040 
Total of sight liabilities .. oc - 118,423 118,101 118,459 
Percentage of gold cover és > 47°13% 47°25% 47°11% 


The gold problem appears to have been in the fore- 
ground in financial circles during the month of August, 
which is usually reserved for holiday and recreation. In 
an article appearing in the annual survey of the Revue 
d’Economie Politique for 1937, M. Charles Rist expresses 
the view that if only Great Britain, following the American 
example, would reverse her policy of gold sterilization, 
she would effectively contribute towards trade recovery. 
His arguments run as follows :— 

“ Throughout the nineteenth century the only periods 
yv* 
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during which the continuous falling trend of prices 
became suspended were those during which the gold out- 
put was abundant. To-day Great Britain continues to 
hoard a large part of the world’s gold production for fear 
that it may affect the price level. This fear appears to 
me to be unfounded, given the strong demand for gold 
which exists everywhere. If the newly-mined gold is 
prevented from producing its normal efiect on world 
economy, the resumption of the pre-war activity of this 
economy is also prevented. There is nothing to prevent 
the British Treasury from safeguarding itself against 
the inconvenience of ‘ hot money,’ that is to say against 
the movements of gold due to fears or hopes of a devalua- 
tion in certain countries. The gold which at present 
constitutes the Exchange Equalization Account is more 
than sufficient to realize this limited object. In so far 
as this policy goes beyond that object and prevents 
newly-mined gold from supporting the world’s price level, 
it becomes one of the main obstacles to the general and 
prolonged recovery of trade.”’ 

Descending from these theoretical heights, it is of 
interest to note the creation of a new international 
financial organization which has aroused interest on the 
Paris bourse. The task of this organization, The Inter- 
national Certificates Depository Co. (which is described 
in greater detail elsewhere in this issue), will be to issue 
bearer certificates on registered shares acquired in the 
name of a Swiss affiliate called the Société Nominee pour 
Valeurs Internationales. This method of introducing 
foreign shares has already received the approval of the 
French Government, and will make it possible to extend 
the Paris market, where it has hitherto been impossible 
to deal in such leading international shares as U.S. 
Steel, General Motors, Dupont of New Jersey, Anaconda, 
Kennecott Copper, International Nickel, etc. 

In conclusion, it is necessary to point out that apart 
from the revival of gold hoarding the authorities and 
financial circles are preoccupied also with the problem of 
budgetary disequilibrium. Admittedly the Treasury 
still has a cash reserve, but in spite of the satisfactory 
inflow of revenue, due mainly to the increase of taxation, 
the indices of trade remain stagnant, and the decline in 
turnover is indicated by the figures of foreign trade. 
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Since October, 1936, the successive devaluations of the 
franc have not been sufficient to bring about a lasting 
improvement in trade, nor to reduce the burden of Govern- 
ment expenditure. Pending the re-assembly of Parlia- 
ment in the autumn, France will probably experience a 
period of uncertainty, but one in which no major financial 
crisis is likely. 





International Banking Review 
SWEDEN 
S was foreshadowed in a previous report in THE 
A BANKER, the steadily declining yield on gilt-edged 
securities has now obliged the Swedish life insur- 
ance companies to consider a further increase of their 
insurance premiums (which have twice been increased 
during the last two years)—this time by Io per cent. 
Before 1935 the situation on the Swedish money market 
—. -d insurance premiums to be based on the assump- 
tion of a 4 per cent. average yield on the insurance com- 
panies’ investments. In 1935 the base had to be changed, 
however, to a 34 per cent. yield, a calculation which 
remained in force only until 1937, when a 3 per cent. 
yield basis was adopted. Under present market con- 
ditions a 2? per cent. yield is the maximum obtainable 
on life insuranc e companies’ investments. So long as the 
purchasing power of the Swedish public remains high, the 
fresh increase in premiums may not affect the volume 
of new insurance business to a marked extent. Should 
the general economic situation in the country show signs 
of a marked recession, on the other hand, the situation 
of the companies will become rather precarious. 

The outstanding feature of Swedish banking in July 
was the marked growth of deposits, which rose by 
Kr. 94 millions to a total of Kr. 4,141 millions. A factor 
contributing to this development was naturally the 
crediting of half-yearly interest on deposit accounts, 
which show an increase of Kr. 50 millions, partly repre- 
senting accrued interest. Sight deposits rose by Kr. 18 
millions and deposits at 14 days’ s’ notice by Kr. 16 millions. 
At the same time the joint-stock banks’ holdings of cash 


(including deposits at the Bank of Sweden) rose by as 
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much as Kr. 100 millions to a total of Kr. 638 millions, 
of which Kr. 510 millions represents deposits at the 
Bank of Sweden carrying no interest. Earning assets, 
which in the first half year had assumed an upward 
trend, suffered a slight setback in July, chiefly on account 
of a decline of the domestic bill — by Kr. 26 
millions. The decline was partly offset by a further 
increase in loans against mortgages, which now reach 
Kr. 1,939 millions, as against Kr. 1,714 millions at the 
close of July, 1937. As a result of these changes, total 
advances have been reduced to Kr. 4,213 millions. 

There was no resumption during July of gold pur- 
chases by the Bank of Sweden, and at the turn of the 
month the gold reserves, valued at the statutory gold 
parity, stood practically unchanged at Kr. 525 millions. 
To this should be added aggregate foreign conete of the 
Bank of Sweden and of the joint-stock banks amounting 
to Kr. 781 millions. 

ITALY. 

The position of the Anglo-Italian clearing account 
has. deteriorated considerably during the last few 
months. On August 12 there was on Account 
‘“—D,” representing claims for current trade, a balance 
against Italy of about {1,026,000, compared with 
£325,000 a year ago. An announcement was made by the 
Dep: irtment of Overseas Trade warning British exporters 
to exercise caution in trading with Italy until the trading 
position improved. Payment due from the clearing 
account to British exporters is now nearly four months in 
arrears. The unfavourable change is due in part to the 
increase in British exports to Italy, which during the 
first half of 1938 amounted to 369-6 million lire, against 
195 million for the corresponding period of 1937, and in 
part to the decline in Italian exports to Great Britain 
from 308-5 million lire during the first half of 1937 to 
265:2 million lire for the first half of this year. 

Apart from the exchange position, internal business 
conditions in Italy continue to be on the whole satis- 
factory. This is indicated by the increased banking 
profits for the past business year. The Banca Commerciale 
Italiana, for instance, earned 16-5 million lire during the 
12 months ended June 30, against 10-6 million for the 
previous business year. 
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BELGIUM. 


After the belga crisis which followed the devaluation 
of the franc in May, Belgium experienced nearly three 
months’ respite during which her monetary position 
improved materially. Nearly half the £27 million of gold 
lost by the National Bank in May was er adually recovered, 
and the stock of foreign exché ae increased at the same 
time by nearly 200 million belgas. Discounts and advances 
of the National Bank, which increased during the crisis, 
declined to less than half their peak total, and at the same 
time private deposits advanced slightly. Deposits with 
commercial banks also increased. 

During the second week of August, however, there was 
a revival of uneasiness about the prospects for the belga. 
This was due to the renewed pressure on the French franc 
and to the assumption that if France should devalue 
Belgium might have to follow suit. Rumours were also 
current as to the possibility of Belgium’s joining the 
sterling bloc without, however, necessarily altering the 
present sterling value of the belga. This was the original 
intention of M. van Zeeland in 1935, when he devalued 
the belga, but it met with opposition on the part of 
political parties who insisted that the belga should 
remain linked with gold. 

ROUMANIA. 

Following the recent London visit of M. Tatarescu, 
Vice-President of the Council of the Crown of Roumania, 
a leading official of the Board of Trade went to Bucharest 
to discuss with the Roumanian Government a revision 
of the existing clearing arrangement. Since the beginning 
of this year, arrears on the clearing have accumulated, 
and in order to provide funds to meet the claims of 
British exporters the National Bank of Roumania trans- 
ferred sterling from its free exchange supply. It was 
understood that the National Bank would be reimbursed 
after the improvement of the clearing. Since, however, 
the clearing has not improved, it has become necessary to 
re-examine the situation and to find a formula by which 
the amount advanced by the National Bank can be 
repaid. At the same time the negotiators aim at finding 
a solution by which they can increase Roumanian exports 
to Great Britain. 















THE BANKER 


BULGARIA. 

Negotiations for the granting of a credit of about 
{2,800,000 to the Bulgarian Government by a French 
banking group headed by the Banque de Paris et des 
Pays Bas resulted in the conclusion of an agreement. 
The object of the credit is to enable Bulgaria to place 
orders for goods in France. The officially-controlled 
Crédit National will assist the French banking group in 
advancing the funds. There is also much talk of the 
possibility of a British credit of between £6 millions and 
£8 millions to the Bulgarian Government. 



















OVERSEAS TRADE AND Export Practice. By G. T. 
MacEwan. (London, 1938: Macdonald and 
Evans. Price 12s. 6d. net.) 

THE author of this book, who is vice-chairman of 
the Institute of Export, provides a useful guide to 
practical business men engaged in export trade. At the 
same time he also provides a reference book for outsiders 
interested in the practical aspects of export trade. His 
volume embraces every branch of activity of the 
exporter. It deals in detail with the various export 
organizations in existence, the practice of shipping 
insurance, banking, etc., and various Government and 
private institutions available for the benefit of exporters. 
He devotes much space to the economic background of 
export trade, and the monetary questions connected with 
the financing of the exporter. 
























SLUMP AND RECOVERY, 1929-1937. By H. V. Hopson. 
(London, 1938: Oxford University Press. Price 
ros. 6d. net.) 

Tuts book, published under the auspices of the Royal 
Institute of International Affairs, is founded on the 
chapters which the author contributed to seven successive 
volumes of the annual survey of international affairs 
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published by Chatham House. The author’s great merit 
is that he has departed from the all too common practice 
of dealing only with the broad general aspects of trade 
fluctuations. The book contains much material about the 
behaviour of individual commodities and is, generally 
speaking, well balanced as between the monetary and 
commodity aspects of trade trends. In his conclusion 
the author points out that the deterioration in the inter- 
national political situation which began during the period 
of depression continued almost without relief during 
several years of economic recovery. He also points out 
that mass rearmament immensely strengthens one of the 
more direct links between political and economic develop- 
ments, and that unless the opportunity of a recovery 
can be taken to build up a more stable and pacific political 
order, sooner or later a return of the depression will add 
more political troubles to those already existing. 
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A BANKING CENTENARY: BARCLAYS BANK, DOMINION, 
COLONIAL AND OVERSEAS, 1836-1939. For private 
circulation. 


Tus volume was published to celebrate the centenary 
of the Colonial Bank, one of the constituent banks of 
Barclays Bank, Dominion, Colonial and Overseas. It 
covers the history of that bank, together with that of 
the Anglo-Egyptian Bank and the National Bank of 
South Africa, as well as the powerful institution created 
by the amalgamation of the three banks in 1926. 
Although it is primarily concerned with the domestic 
history of the banks in question, the book provides an 
interesting account of the general development of the 
countries in which they operate. 





THE COUNTRY BANKERS’ HANDBOOK. By J. GEORGE 
Kippy. Revised for the eighth edition by MAURICE 
MEGRAH. (London, 1938: Waterlow & Sons. 
Price 7s. 6d. net.) 


IN years gone by, this handbook was considered one 
of the classics of practical banking literature, and its 
revision by such an expert as Mr. Megrah is a welcome 
event. The revision has been mainly confined to bringing 
the excellent material up to date. The book contains in 
a nutshell all the law and practice with which a country 
branch manager is expected to be familiar. 





TEN YEARS OF THE NATIONAL BANK OF CZECHOSLOVAKIA. 
Jubilee Publication. Prague, 1937. 


AT a time when Czechoslovakia is very much the 
centre of attention bankers interested in world events will 
find it useful to have on their bookshelves this small 
volume, which contains a great deal of information on 
the historical development and present position of the 
Czechoslovak Republic, especially from the financial and 
economic point of view. The book contains many 
Ulustrations, and a number of statistical appendices. 











BUILDING SOCIETIES YEAR Book, 1938. Edited by 
GEORGE E. FRANEy, O.B.E. (London, 1938: 
Franey & Co. Price Ios. 6d. net.) 

Tuts valuable work of reference contains not only an 
alphabetical list of all the building societies in the British 
Isles and the principal figures in their balance sheets, but 
also an alphabetical list of cities and towns containing the 
addresses of head offices, branch offices and agencies of 
building societies. There are approximately four thou- 
sand entries in the latter list, which is an important new 
feature of the Year Book. The year’s operations in 
Great Britain are fully reviewed and graphs and tables 
illustrate the extraordinary growth of the building 
societies from 1913 to 1937. 
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THE ECONOMIC POSITION OF 
ESTONIA IN THE FIRST HALF OF 1938 


HE rise in the economic life in Estonia was well maintained 
during the first half of the current year, and could be noticed 


in agricultural and industrial production as well as in the trade 


turnover and banking activities. 


The upward trend in the economic position was mainly due to a 
considerable growth of marketable agricultural products brought 
about by the satisfactory fodder crop of the previous year. As a 
result of this increased output the volume of exports of agricultural 
products rose 25 per cent., when compared with the first half of the 
previous year. The enlarged income from agriculture has also had 
a favourable influence on the development of other branches of national 


economy. 


Industrial production already reached a very high level in the year 
1937, but a further advance could still be observed during the first 
half of 1938. A number of new important enterprises as also the 
existing ones have extended their activities generally and industrial 
production reached a new record level in June, 1938. The number of 
workers in the large-scale and middle-size industrial enterprises, 
excluding the building industry, on June 1 of the current year was 
3 per cent. higher than at the same time last year, and 46 per cent. 


over and above the high figure of the pre-crisis period. 


The highest level ofindustrial activity is shown in the output of means 
of production, which during the second quarter of the current year was 
roughly 75 per cent. above that of the pre-crisis (1927-31) period. 
The activity in the production of consumers’ goods has somewhat 
slackened. The decline in the activities of this branch, although still 
12 per cent. above the pre-crisis level, is chiefly evident in the textile 
industry where the position has been weakened by a falling off in orders 
from abroad. In the timber industry likewise the output is smaller 
than a year earlier, since the marketing possibilities for timber 
materials are not so favourable as they were last year. The industries 
serving the home market are well supplied with orders and their 
activity is sustained on a high level. 


The foreign trade turnover has been steadily rising. Imports 
during the first half of 1938, when compared with the corresponding 
period of the previous year, have advanced by 5:7 per cent. and 











exports by 9-I per cent. The foreign trade turnover for the first half 


of 1938 and 1937 was (in 1,000 Ekr. 
1938 1937 Rise in 
Ist half Ist half per cent. 
Imports + nie 54,098 51,725 5-1 
Exports ‘ a 45,953 42,119 g:I 


On the side of imports, wholly or mainly manufactured goods, 


ie. goods for investment purposes, such as metals, machinery and 
means of transport, all show an increase. The results of the indus- 
trialization process carried through in 1937 are thus reflected in the 


nature of the imports. Exports have expanded in the class of 


foodstuffs, whilst in the other classes a small decline can be noticed. 


The price-index has shown a slight tendency to rise during the first 
half of the year. Wholesale pric es have gone up by I per Cent... while 
the cost of living, compared with the previous year, has increased by 


6-5 per cent. 


Banking activities have developed favourably. Loans granted by 
the private banks during the first quarter of the year proved to be 
smaller than expected, but were substantially bigger in the second 
quarter, particularly those granted by the co-operative banks and 
apparently for agriculture. In general, however, the increase of short- 
term loans was considerably smaller during the first half of the current 
year compared with the same period of 1937. There was an expansion 
in deposit accounts, more noticeably in the joint-stock banks and to a 
lesser extent in the co-operative banks. The growth of deposits 
during the first half of the year was substantially bigger than during 
the same period of last year. This was due to the increase of the cash 
reserves of various enterprises at the banks and to a slackening off in 
investment activities, when compared with the previous year. The 
increase in the long-term credit accounts has been more restrained 
during the first half of the current year, principally owing to the 
scarcity of free money available for this purpose. 

The influx of State revenues has shown a small increase. During 
the first half of the year the revenues were 5 per cent. higher than 
those for the same period of last year. 

The further outlook for the economic position of Estonia is satis- 
factory. The agricultural crop is expected to be heavier than that of 
last year. The winter crops will to a certain extent be lighter than in 
1937, but the position of the summer crops gives promise of a bigger 
yield; the hay crop has proved to be good both in quantity and quality 
this year, and there is thus a sufficient feeding stuffs basis for the 
winter. So far as the industry is concerned, a considerable rise in the 
production of shale-oil and cellulose is foreseen, since new factories in 
these branches will begin to work during the second half of this year. 














CORRESPONDENT 
BANKS 

A CENTURY’S accumulated experience and con- 

servative progress have qualified the Westminster Bank to 


offer its characteristic services as a London correspondent 


to foreign and colonial business establishments. 


ITS BRANCHES form a wide network extending over 
the whole country, and the services of the entire system 
are available to clients abroad, so that with a minimum 
of formality and delay, arrangements can be made for 
the payment of Drafts, Letters of Credit, or Cheques, in 
any part of the British Isles. 


CONVERSELY, with a few unimportant exceptions, 
there is no country in the world possessing a marketable 
currency in which the Westminster Bank does not main- 
tain current accounts, through which it can effect world- 
wide transfers of funds with the utmost dispatch 


THE FOREIGN EXCHANGE DEPARTMENT 
is kept in direct touch with the market by means of a 
private telephone exchange of a highly modernized type, 
which ensures that no order or inquiry from abroad is 
held up on account of the congestion of business. 


BANKS OR MERCHANT HOUSES wishing to 
establish a London connexion are invited to communicate 


with the Manager 


WESTMINSTER BANK 
LIMITED 
Foreign Branch Office: 41 Lothbury, London, E.C.2 
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Some New Australian Branch 
Banks 
By Professor C. H. Reilly 

HIS time last year we reviewed a number of the 

smaller branches of the Australian banks. Now 

we have another batch, mostly, I suppose, erected 
a little later. Naturally in a year there is not a great 
change in style to be noted. Nevertheless the classical 
tradition in bank design seems to be dying in Australia 
as here, if dying rather harder. The stages, as with us, are 
first a growing modesty in the use in a small building of 
the great column either standing in isolation or engaged 
to the wall, but still retaining its shadow as it were in the 
form of pilasters. The next stage is the dropping of the 
pilasters but the retention of f their frieze and cornice in 
the form of bands. At this stage the windows are still 
set out as if the pilasters were in place, that is with the 
regular spacing intercolumnation entails and regardless of 
interior requirements. The last stage but one is for the 
windows to be freed and to come where most convenient, 
to be grouped together or not as needed, but the building 
still with an immature classical frieze and cornice. 
Finally those last figments of a past style are dropped 
and complete functional freedom established, but Aus- 
tralian banks have not yet reached that stage—nor have 
British ones either for the matter of that. 

Let us begin with the more classical examples and 
pursue the gradual process of dropping classical features. 
It is a toss up which should come first in this respect, the 
Gladstone branch of the National Bank of Australasia, by 
Messrs. Woods, Bagot, Laybourne-Smith and Erwin, 
erected in 1937, with its very severe and formal front 
block and its Ne ry Ann back block, or the Mackay branch 
of the Queensland National Bank, by the late F. H. 
Faircloth, with its free standing columns at the corner and 
its double storied arcade and pilasters at the flanks. | 
have not the date of this latter but I think it looks the 
older. It carries its classical clothes with a greater free- 
dom as if the designer of them were more accustomed to 
their use. The resulting building is no doubt a little 
flamboyant, and a little crude too in its mixture of stone 
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and brick in so monumental a scheme, as well as in its 
serrated balustrade lines against the sky and its over- 
articulated cornice. Still, there is spirit in the composition 
and the arcades which, well-proportioned in themselves, 
seem suited to the strong sunlight the shadows in the 
photograph indicate. Nevertheless if one came across it 
suddenly in an English town one would say it belonged 
to the torties or fifties of last century. No one would 
believe it was a modern building. 

The Gladstone branch of the National Bank of Austra- 





irchitect] The late Mr. F. H. Fairclot 
BRANCH OF THE QUEENSLAND NATIONAL BANK AT MACKAY 
QUEENSLAND 
lasia has adopted the severe form of classical architecture 
common in England a little later, that is to say in the 
sixties or seventies. Unfortunately it is only adopted as 
a screen with a leg of plain domestic building behind, 
which seems to make its classical front even more arti- 
ficial and pompous. The other building did carry its 
classical motives along two flanks of three bays each. 
his drops its like hot coals after one bay only and that 
a very narrow one. Coming down the street either way 
one Must see much more of the Mary Ann extension at 
the back, no doubt more necessary to the work of the 
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bank than the haughty classical stuff in front. This 
latter of its kind is well-done and well-finished. The piers 
at the corner are strong and solid and with the solid base 
below them and entablature over them hold the four Ionic 
columns together as ina frame. This front block is indeed 
a very complete little piece of classical architecture from 
the books. The right contrasting mouldings have been 
used throughout, as far as I can see from the photographs. 
As an early exercise in the classical manner in a School of 
Architecture I should give it a good mark. But I should 





Architects ; Ve f Woods Basot Eas ourne-Smith and Er 
BRANCH OF THE NATIONAL BANK OF AUSTRALASIA Al 
GLADSTONE, SOUTH AUSTRALIA 
not give these two blocks, the front and the back so 
different in character and at right angles to one another, 
good marks as a bank nor indeed as an architectural 
composition of any kind. The front block is too shallow 
to have any useful rooms in it and looks like a great gate- 
way to a park or exhibition which has been temporarily 
glazed in. When however one has passed through the gate- 

way there is nothing behind it but kitchen quarters. 

The Mildura branch of the Bank of Australasia, by 
Messrs. A. & K. Henderson & Partners of Melbourne, is a 
very different affair from either of the buildings we have 
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seen so far. It is a charming modest little one which, if 
the sides and back are white too and there is no straggling 
back addition, must look a sensible tidy block whatever 
the small town is like. Here there are no pretentious 
columns dominating the building and trying to make it 
seem more important than it is. The only ones used are 
little square ones, set into the face of the building, which 
belong not to it so much as to the door and the sleeping 
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Messr 1& K. Hend Party 
BRANCH OF THE BANK OF AUSTRALASIA AT  MILDURA, 
VICTORIA 

porch over. The main thing about this little branch is 
its sedateness, given I think largely by the wide field of 
plain walling between the two storeys of windows and 
the big plain parapet. Such classical detail as is left, 
mostly in the way of frieze and cornice, is highly sim- 
plified. In a hot climate the shutters to the upper 
windows, which I imagine belong to the manager's flat, 
are no doubt justified functionally. With the charming 
effect they give on this white building however, I should 
not have hesitated to use them in any climate. 

[he East Malvern branch for the same bank and by 
the same architects, who use much the same detail as at 
Mildura, is in my opinion not quite such a success. The 
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contrast between the brick-work and the stone archi- 
traves to the windows is at present far too strong. It is 
really extraordinary how much of the charm and simpli- 
city of the Mildura branch has evaporated with the 
introduction of another main material. 

The Casino branch of the National Bank of Austra- 
lasia, by Messrs. Robertson, Marks and McCredie of 
Sydney, represents a further stage in what I may perhaps 
be allowed to call the undressing of classical architecture. 





Architect Messrs. A & K. Henderson and Partner 


BRANCH OF THE BANK OF AUSTRALASIA AT EAST MALVERN, 
\ SUBURB OF MELBOURNE 
The last two banks, although they had no columns or 
pilasters to the main block, were yet highly and deli- 
cately finished buildings with their classical ancestry 
written all over them. This Casino bank, although it 
possesses a main order of big pilasters to its front, and to 
its front only, is nevertheless a sort of country cousin in 
comparison. ‘‘Country cousin’”’ is not quite the right 
name, for country cousins often have a cultured appear- 
ance however unfashionable their clothes. This building 
has a rough appearance. It is a warehouse cousin, not a 
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country one. The best point about it is that its warehouse 
manners and finish bring the back and front buildings 
together. One hardly notices the rough brick pilasters and 
entablatures of the latter. The two blocks are just two 


blocks whose finish, or absence of it, and whose rectangu- 
lar shape make them suitable companions. Neither has 
any particular character or distinction in itself. 

The Commercial Bank of Australia is represented by 
the Mildura (Victoria) branch by Messrs. Carleton and 
Carleton. The building may be said still to have classical 
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columns to its rounded entrance feature and classical 
pilasters to its two flanks and they may also be said to 
be crowned with a classical frieze and cornice. Yet the 
columns and pilasters are not of the usual classical pro- 
portions. They have been stretched out to nearly twice 
the height. The same is true of the frieze while the cornice 
has been shrunk back toa mere band. This may be one way, 
and a legitimate one, of breaking the coils of the classical 
tradition. It may be a path to freedom. If so I do not 
think it a very easy one to follow, nor are the results in 
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this case very satisfactory. Yet one cannot help being 
glad to see some initiative taken. To judge such a building 
it is better, if possible, to forget its classical origins alto- 
gether. Do the masses compose well? Are the vertical 
and horizontal lines expressive ? I think if one puts one’s 
hand over the great white mass of the frieze at the top of 
the building and reduces it, say, to half its height there 
is something to be said for the massiveness of the rest 





{rchitect Vessrs. Carlet ( arletor 


BRANCH OF THE COMMERCIAL BANK OF AUSTRALIA AT MILDURA, 
VICTORIA 
with its strong articulation. I suggest it might have been 
better if the departure from classical precedent had gone 
still further and there had been no capitals to the tall 
square columns. The real function of these columns in 
the design is to give vertical emphasis and they could 
have done this just as well without capitals. Such features 
seem to call, with their associations and refinements, for 
other things which are already missing here. A rather 
silly touch is the division of the upper sashes of the upper 
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windows into small panes while the lower sashes are left 
whole. If one scale of detail is right for the building, the 
other must be wrong. Still this design, as a whole, is an 
attempt to get away from the dead past. 

The Yorketown branch of the Bank of Adelaide, by 
EK. H. McMichael, is another attempt at freedom along 
the same path of straining the classical tradition. At 
first sight you think this is an ordinary neat little classical 
structure with an architrave, frieze and cornice, a centre 
portico and an ordinary long window of classical pro- 
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Mr. FE. H. Mi Michael 


BRANCH OF THE BANK OF ADELAIDE AT YORKETOWN 
SOUTH AUSTRALIA 

portions on either side. Then you see that the portico is 
but a big frame to a door-way and that it cuts right 
through the frieze and cornice in a way for which there 1s 
no classical precedent. In a traditional classical building 
the centre feature would tie up neatly with these instead 
of cutting into them. I cannot feel this cruder method is 
an advance, much as I am in favour of freedom. It 
would have been better to have given up the frieze and 
cornice entirely than to have treated them in this rough 
way. Indeed if one imagines them removed the little 
building becomes much pleasanter. The centre feature 
would still stand up above the roof in a rather m¢ aning- 
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less way, but it would be far more telling with quite plain 
flanks on either side of it. Indeed the simpler one’s build- 
ing is during these transition stages the better. 

Finally we have the Shepparton branch of the Com- 
mercial Banking Company ot Sydney. I cannot give you 
the name of the architect because he has been, I suppose, 
too modest to supply it. He has supplied me with all 
kinds of details about the ventilation of the interior, 
about the kitchen with its sink and drainer of stainless 
steel, about the Australian materials used in its construc- 
tion and a hundred similar things, but not his own name. 


BRANCH OF THE COMMERCIAL BANKING COMPANY OF SYDNEY 
AT SHEPPARTON, VICTORIA 


| should like to have known that. The little building is one 
of the best submitted. Its broad, flat piers between the 
windows and its broad, flat lintel above them, with the 
bank’s name set in small letters in the middle of it to 
make that face seem broader still, compose in a very digni- 
fed way. There is certainly a canted corner entrance 
which must spoil the banking hall inside, but as far as the 
exterior goes I think this little building succeeds best of 
all on these neo-classical lines. There is no single strictly 
classical feature, no columns, no pilasters, no cornice, yet 
it has a great deal of the quiet, placid dignity of a good 
classical building. 












